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NATIONAL HOME 
MORTGAGES ARE 
SOUND LONG-TERM 
INVESTMENTS 
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National homes’ first cost is less—they 
also cost less to live in. They are eco- 
nomical on fuel, utilities, upkeep. Ex- 
pertly engineered, using top quality 
“brand name” materials and equip- 
ment, they assure many long years of 
thrifty comfort. Investigate the many 
advantages offered by National mort- 


gages for your investment program. 
. 


National Homes builder-dealers can erect 
a National to suit any family need or in- 
come. Brochures showing newest designs 
and floor plans will be sent on request. 


© w.w.c. 1984 
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“At Lynwood, our Gunnisons ” 
outsold conventional homes (yiof 


says E. L. Bowles, President, E. L. Bowles, Inc., New Haven, Conn. 





I, September 1952, E. L. Bowles, Inc., United 
States Steel Homes Dealer in New Haven, Con- 
necticut, secured land options in a development 
called Lynwood, where conventional houses 
were being built. 


Mr. Bowles told us: “We built and sold 10 
Gunnison Homes that fall. The next spring, 
when we opened our model home, we sold 33 
Gunnisons in one month. Of the total of 52 
people who bought in that development, 45 
bought Gunnison Homes instead of the com- 
peting conventional homes. That’s solid proof 
that Gunnisons have more sales appeal. 





- > . _ 
MODEL HOME. This tastefully-decorated Coronado is open for inspection from 2—9 P.M. F Right now, Were concentrating = Cham- 
daily. A hostess welcomes prospects on weekends. Local department store furnished the pions and Coronados. We can build a 28’ x 24 


Rate tp cate Ce Gee ae Champion in about 212 man-hours, including 
roof shingling and all cleanup. A 40’ x 24’ 
Coronado requires 295 man-hours. 


“The large number of Gunnison Homes de- 
signs make it possible to build for almost any 
market in the low and medium price range.” 


Like every United States Steel Homes Dealer, 
E. L. Bowles, Inc., is a successful local builder 
with years of experience in home building. 
This dealer gears his homes to the local markets 
to assure continued success. He has the back- 
ing and active assistance of United States Steel 
Homes. 





Write for information about the attractive 
investment possibilities offered by products of 
United States Steel Homes, Inc. 


HOW THEY DID IT 


Ll. Building prefabricated Gunnison Homes: exceptional home 
values at attractive prices. 


2 Adapting operations to market conditions. Currently develop- 
* ing pl d ity of Gunni Homes priced from 
$9195 to $12,500. Lots average 100’ x 180’. 





3 Maintoining trained construction crew of 7 men all year. 
* Crew is enlarged to 20 men during building season. 40’ x 24’ 





- . . : ; : : homes require 295 man-hours to complete. Buyers move in 
, : . » 3 months or less. 
NATURAL BEAUTY. Wherever possible, E. lL. Bowles, Inc. preserves the trees and other 
natural advantages of the land. 4. Planning every development well in advance of actual con- 
e : . 
“Gunnison”, “Champion, and “Coronado” —trade-marks of United States Steel Homes, inc. eee. Local government epproval and financing made 
easier all G ore accepted by VA 





and FHA. 


United States Steel Homes, Ine, *2227ss22="—=5 


—— _ x . . Nr Letting home ‘‘sell itself’’ by featuring well-furnished model 
GENERAL OFFICES: NEW ALBANY, INDIANA 6. home. Local advertising, in newspapers and radio, tied in 
Plants at New Albany, Indiana, and Harrisburg, Pennsylvania with extensive nationwide promotion by United States Steel 


: ie es “re ‘. Homes, Inc. Good use made of newspaper ad mats supplied 
DISTRICT OFFICES: Atlanta, Ga. + Chicago, Ill. + Columbus, Ohio + Dallas, Tex. by United States Stee! Homes. 
Harrisburg, Pa. + Louisville, Ky. + Newark, N.J. + Omaha, Neb. 


sussiniaryoF UNITED STATES STEEL corporation 
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CHECK THESE POINTS 


Then decide: Can you afford not to have 
the advantages of the 


Mortgage Bankers 
Blanket Bond 





Higher limits at little or no increase over present cost. 


All applicable Crime insurance coverages. 


© Fidelity 

© Broad Form Money and Securities—Premises and Messenger (Misplacement and 
mysterious disappearance included. Coverage on any premises or anywhere while 
in transit, except while in the mail or in custody of railway or air express carriers.) 

©. 6 Forgery of outgoing and incoming instruments. 


0 Securities forgery (optional) 


| 


© Burglary and theft of office equipment. 


Errors & Omissions, insurance for failure to provide Fire & Extended Coverage. (Not lim- 
ited to real property. Applies whether assured acting in capacity of mortgage servicer, 
real estate manager, or insurance broker or agent. No co-insurance clause; no deductible.) 


Broadest protection including the following additional features: 


Court costs and attorneys fees 0 Destruction of records 
Nominee partnerships Os Less of rights 

© Attorneys retained to perform O Officers or employees serving in 
legal services the armed forces 

© Lest instrument bond indemnity O Counterfeit money 


Optional: © Claims expense ( Directors’ and officers’ legal expenses ( False arrest 


0 


Master Policy-Certificate Plan 


Opportunity to benefit in terms of coverage, cost and equitable settlement of loss 
by participation in a master policy-certificate plan. Such benefits to be derived 
particularly from development of a true class experience with the necessary spread 
of risk. 











You need all of the advantages which the Mortgage Bankers Blanket Bond offers—and now you 
can get them at a cost comparable to what you have been paying for partial protection. For 
complete information, and for a cost comparison of your present coverage with the Mortgage 


Bankers Blanket Bond, write: 


LESLIE H. COOK, INC. 


MORTGAGE BANKERS DIVISION 


166 WEST VAN BUREN STREET e CHICAGO, ILLINOIS 
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Licensed to do business in the following states: 
Arkansas e Florida e Georgia e Indiana e Kansas e 
Louisiana e¢ Mississippi e Missouri e Nebraska « 


Oklahoma e Tennessee e Texas e Illinois (certain 
counties ) 


TITLE INSURANCE CORPORATION 810 Chestnut MAin 1-0813 
of St. Leuis, MeCune Gill, President 10 South Central PArkview 7-813! 





THE NEW HOME OF YORK 
RECORDS AND YORK LOAN 
AMORTIZATION SCHEDULES 


Your enthusiastic acceptance of the YORK 
RECORD and its Companion Product, the YORK 
LOAN AMORTIZATION SCHEDULE have neces- 


sitated, and made possible, this move. 


For five years now YORK RECORDS have been 
saving time and money for Mortgage Bankers. As 
the demand has increased we have expanded our 
facilities until new offices were necessary to stream- 
line the operation. 


We are deeply grateful for the continuing patron- 
age of our customers and take this opportunity to 
assure them that this move will mean better serv- 
ice to them and to our ever-growing list of good 
prospects. 

For those of you who have not discovered the economy and 
convenience of YORK RECORDS, get all the facts today. 


On the coupon below, check the information desired, attach 
it to your letterhead, and mail today. Don’t delay. 


INC. 


- 
YORK TABULATING SERVICE, ! 
York 2, Pennsylvania | 
| 
| 
| 
| 
| 
| 
| 


225 East Clarke Avenue ° 
Please send me what I've checked. 
( ) Single Debit Mortgage Accounting Procedures 
Price: $1.00 
( ) Single Credit Mortgage Accounting Procedures 
Price: $1.00 
( ) A Revolution in Mortgage Accounting at no 


charge 


( ) Aspirin for the Mortgage 
Banker's Eternal Headache 
at no charge 





dially invites you to 





This bright, airy and attractive room, 
enter and make yourself at home. 





This room houses the giant stock of YORK RECORDS for 
popular loan patterns. Orders are assembled here for shio- 
ment daily. “Special Rush"’ items are shipped in less than 
8 hours. 





These amazing machines digest the loan data, accurately 
calculate the amortization and tabulate the YORK RECORDS 
and YORK LOAN AMORTIZATION SCHEDULES for all non- 
stock items. 





YORK TABULATING SERVICE, INC. 


225 EAST CLARKE AVENUE ° YORK 2, PENNSYLVANIA 
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A New Source of Sound Loans... 


The wo Gateway Home 


New P&H Home Designed for Title 1, Section 8 FHA Financing 


NEW P&H Home — the Gateway, 

designed for Title I, Section 8 
FHA financing, offers the lender a 
steady supply of sound mortgages. It’s 
a low-cost home, designed for volume 
sales (down payments as low as $300, 
monthly payments, about $37). But 
no corners have been cut on the quality 
of the P&H Gateway Home. Materials, 


design and craftsmanship are the same 
as in the most expensive P&H packages. 

Tap this big source of insured Joans 
now. Cut your servicing overhead. 
Make the soundest loans now offered 
in the low-cost market. Investigate the 
P&H Title I Home. Write today for in- 
formation about P&H building in your 


own area. 


PeaeaH HOMES / «scnseursom CORPORATION 


366 SPRING STREET © PORT WASHINGTON, WISCONSIN 





PREFABRICATED womes ELECTRIC HOISTS «= SOL. STABILIZERS WELDING EQUIPMENT 
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“The great bulk of loans originated for invesmene ofings 
are covered by title insurance. 

‘You will be well advised to insist upon title ica obleanions 
and wherever it is available and tls to assure yourselves that the 
borrower is in fact the owner of the security and the mortgage 
offered you is a valid and enforceable first lien. 

“Should either of these essentials be assailed while your debt 
remains unpaid, or even after you have acquired or sold the security, 
the burden of defense and indemnity is cast upon the title insurer.” 













4 WAL ce] for To investors in mortgage loans, title insurance 
policies say: “You are protected against financial 

ey . . losses which may be caused by mistakes made 
Life ln VPI NCC in cane and canna titles and in 
: preparing legal papers affecting title. You are 
4 OM pr 11) also protected against losses caused by 
concealed title defects, such as forged deeds 
| | rites ee . : and releases. Moreover, should anyone ever 
question the titles to the properties securing 
your loans, the insurance company will 
defend, without any cost to you, all 
legal actions or proceedings against 
you which allege the titles to be 


other than as insured.”’ 





Any mortgage is a safer and 
therefore a better mortgage when the title is insured. 


TITLES INSURED THROUGHOUT 35 STATES. 
BRANCH OFFICES IN: 


Akron, O. Dayton, O. Richmond, Vo. 
. Atlante, Go. Decatur, Ga. Roanoke, Vo. 
lawyers itle tnom inlet 
Birmingham, Ala. Miami, Fla. Springfield, ill. 
Camden, N. J: Newark, N. J. Washington, D. C. 
Cincinnati, O. New Orleans, La. White Plains, N. Y. 
° Cleveland, O. New York, N. Y. Wilmington, Del. 
Insurance (orporation cones. mee eae 
Columbus, ©. “Pittsburgh, Po. Winter Haven, Fle. 
Dallas, Tex. Pontiac, Mich. 
Operating in New York Slate as . 
REPRESENTED BY LOCAL TITLE COMFANIES 
( Vingenia) Lawyers Tille Insurance Corporation IN MORE THAN 150 OTHER CITIES 


Home Office ~ Richmond .Virginia 
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Wortgage Banker 


On the Record, THE MORTGAGE 
OUTLOOK IS STILL EXCELLENT 


TAL volume of new mortgage 

loan business in 1954 will be 
about equal to that of the all-time 
record year of 1953. Delinquencies 
will not be serious. Mortgage money 
will be easier to obtain, especially for 
guaranteed and insured loans; inter- 
est rates will be lower and terms 
more generous than those commonly 
offered in 1953. The supply of funds 
for mortgage investment promises to 
grow more rapidly than the demand, 
creating the prospect of competition 
among lenders and shopping for loans 
by borrowers. Even a little old time 
“portfolio raiding” may enter the 
picture. This briefly describes the 
prospect as it looks from mid-1954. 
The “mild recession” forecast last 
fall has become somewhat less mild 
but certainly no worse than was fore- 
seen. In a number of respects, the 
present decline has not yet been as 
severe as the not very severe dip in 
1949, and there are now signs of at 
least a leveling off. In the words of 
one old hand at the forecasting busi- 
ness, it is still a “depression de luxe.” 
So far, the mortgage business has, 
if anything, borne up even better 


than was predicted last fall. In fact, 
up to the first of the year, if one did 
no more than look at the statistics, 
it was hard to see that there had 
been any trouble at all. In spite of 
the severe money pinch during the 
middle part of 1953, the year’s mort- 
gage activity developed some surpris- 
ing figures. Here are some significant 
examples: 
>> Total recordings of mortgages of 
$20,000 or less reached an all- 
time high of $19.7 billion. 


>> FHA and VA lending — where 
the money pinch squeezed the 
hardest —did surprisingly well. 
At a volume of $2.3 billion for 
1953, FHA home loan activity 
was higher than any year except 
1950. And with a total of $3.1 
billion for the year, VA activity 
actually was greater than 1952 
and every other year except 1947 
and 1951, and about the same as 
1950. 


>> Farm mortgage lending during 
the year amounted to almost $1.9 
billion, another record postwar 
year. Significant is the fact that 


the share of the farm loan ac- 
tivity being carried on by banks, 
insurance companies, and other 
private lenders is holding its own 
in relation to that done through 
the facilities of the Farm Credit 
Administration. I take this to be 
a healthy sign. 

>? Life insurance companies ac- 
quired a total of $4.3 billion 
mortgage loans during 1953—a 
bigger volume than for any years 
but 1950 and 1951; and they in- 
creased their mortgage holdings 
by a net amount of $2.0 billion. 


>> Savings associations had the best 
year in their history, adding up 
to $3.6 billion net new mortgage 
investment. 
>> The mutual savings banks were 
a good deal more active than 
some of us thought, since the net 
increase in their mortgage hold- 
ings was $1.6 billion, again al- 
most a record year, topped only 
by 1951. 
Obviously a lot of performance 
I have just recited was due to mo- 
mentum created by decisions made 


MID YEAR IN MORTGAGES AND BUSINESS 


Ignoring the spectacular developments of recent days in the capital, 
Mr. Colean assembles the facts that justify a mid year appraisal of mortgages 
and finds they add up to a most encouraging outlook for business ahead. 


By MILES COLEAN 





Economist and Housing Consultant 
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months previously. What is happen- 
ing now? The most recent figures 
that the mortgage 
still going along in a pretty healthy 


show business is 


manner. 
>> Through February, recordings of 
mortgages of $20,000 or less were 
just about the same as in the 
first two months of 1953. 
>> New mortgage activity of savings 
associations through February was 
up about | per cent from a year 
ago. Nonfarm mortgage acquisi- 
tions of life insurance companics 
began in March to pull ahead of 
last and 
of the first quarter of 1953. The 
net increase in mortgage holdings 
of mutual savings banks through 
February was 7 per cent greater 
than in the same period a year 


year now exceed those 


ago. 


»> 


Judging from the activity of the 
insurance companies, farm loan 
business promises to be better 
than it was last year 

Recalling the reluctance to make 
advance commitments back last fall, 
and the the rate of new 
housebuilding during last 
and fall, these figures look surpris- 
ingly not 
have far to search to find other en- 


decline in 

summer 

good. Moreover, we do 

couraging portents. 

>> The number of new houses being 
started is running ahead of all 
predictions. The current season- 
ally adjusted annual rate of pri- 
vate housebuilding — 1,161,000 
is actually ahead of the total of 


last year. Contract awards for 
commercial and other nonresi- 
dential—even factory— building 


are larger than this time a year 
Only new farm building is 
apparently much below that of 


ago. 


previous years. 
2? Applications for FHA-insured 
loans definitely an up- 
trend, with a big leap ahead in 
March. Requests for appraisals 
for VA-guaranteed loans are sub- 


are on 


stantially up, not only in com- 
parison with recent months but 
also in comparison with the cor- 
responding months a year ago. 


>> 


Outstanding comumnit- 
ments of life insurance companies 
are understood to be again at a 
high level, with no indication of 
a cut-off on future activity. 


mortgage 
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>> The current increase in the assets 
of life insurance companies and 
savings associations—major 
sources of institutional mortgage 
funds—is 16 and 14 per cent 
greater, respectively, than the in- 
crease during the early months 
of 1953. Assets of the mutual 
savings banks, while increasing 
at a somewhat lower rate than 
last year, have increased 2 per 
cent during the first two months 
of this year. 


>> The rapid fall in interest rates 
since last summer has already 
made 4¥2 per cent a par rate for 
well-selected FHA and VA mort- 
gages over a large area of the 
country, with discounts reduced 
to moderate proportions else- 
where. Large discounts seem now 
to be characteristic only of in- 
sured and guaranteed loans with 
very large loan-to-value ratios 
and maturities longer than 20 to 
25 years. 


City Mortgage Structure on Sound Basis 


This set of figures suggests on the 
one hand that the demand for mort- 
gage funds is holding up very well, 
while the supply of funds is obviously 
large enough to meet all probable 
requirements. This looks like a prom- 
ising set-up for doing business. 

The only possible weakness in the 
mortgage structure appears to be in 
the farm area; but even here there is 
no indication of real trouble. The 
farm debt situation is generally in 
excellent shape. The ratio of debt to 
value of farm land fell from 35 to 30 
per cent between 1945 and 1950 de- 
spite the increase in the total volume 
of farm mortgage debt. Delinquency 
is a minor problem and shows no 
sign of being otherwise except pos- 
sibly in the areas of extreme drought; 
and there the Land Banks are much 
more heavily involved than the pri- 
vate lenders. Farm values declined 
somewhat last year, but there is still 
a sound base for the further credit 
expansion that appears to be in pros- 
pect for 1954. 

On the nonfarm front, the present 
situation can only be described as ex- 
cellent. Not only has new lending 
activity held up well, but existing 
portfolios remain in sound shape. 
Foreclosures are few and delinquency 
has not become a serious problem, 
even in areas hardest hit by unem- 
ployment. Property values appear to 
have declined in some instances, es- 
pecially for older houses, but nowhere 
does there appear to be a threat to 
the basic security structure. In view 
of the current decline in general busi- 
ness activity, however, the important 
question, of course, is: will the urban 
mortgage business continue to be 
good? The answer to this question 


depends on what kind of a recession, 
or adjustment, or relaxation, or 
whatever it is that we are in and how 
long it is to last; for we all know that 
a good building market and a com- 
fortable mortgage situation do not 
generate themselves but depend upon 
the existence of good conditions 
throughout the economy. Because 
construction activity lags behind the 
rest, its momentum will easily carry 
it over a minor dip. But a protracted 
drop in general business sooner or 
later is bound to drag construction 
with it. 

Therefore we have to be acutely 
aware to what is going on around us. 
If we are at or close to the bottom, 
with an upturn to become evident 
soon after mid-year, there can be 
little cause for concern. If, on the 
other hand, we should drag along 
sluggishly or continue to sink lower 
throughout the year, then mortgage 
activity might get a fairly marked 
set-back toward the end of 1954 or 
early in 1955. 

At this stage, unfortunately, no one 
can tell just what eventuality faces 
us. The range of viewpoint one can 
get from reading a week’s output of 
business magazines or listening to 
any aggregation of speakers is evi- 
dence enough that we are more gen- 
erously endowed with the gift of 
tongues than with the gift of proph- 
ecy. Nevertheless, we cannot avoid 
trying to evaluate the future. We can- 
not do business without planning and 
we cannot plan without forecasting. 
We have to make the best judgment 
of the future that we can from the 
knowledge that we have and make 
decisions accordingly. 





It is, of course, well to keep in 
mind that we may be wrong and, like 
a good general considering his strat- 
egy, have alternative plans to meet 
contingencies. Nevertheless, at some 
point we have to conclude which are 
the most likely contingencies and 
move ahead to face them. Forecast- 
ing, after all, should be an instrument 
of action, and not a means for con- 
fusion. With these points in mind, 
let us see what we can see. 

The plainest thing in the current 
picture is the decline in spending— 
government spending, business spend- 
ing, and consumer spending. Never 
since the war has there been a time 
when curtailment in all three areas 
was going on at the same time. The 
drop in government spending is the 
most important part of the total cur- 
tailment and during the 1954-55 fiscal 
year may produce as much as $3 bil- 
lion savings in addition to the $10 
billion cut previously estimated. Busi- 
ness expenditures for plant expansion 
and modernization, while holding up 
better than many anticipated, is, on 
an annual basis, down about 4 per cent 
from 1953. Consumer buying has 
tapered off in some lines, particularly 
automobiles and other durable goods, 
though on the whole the drop so far 
is a modest one. 


The results of these curtailments 
are excessive inventories, a decline in 
industrial production, and unemploy- 
ment. The result of unemployment 
can be further reduction in spending, 
and then a greater decline in produc- 
tion and more widespread unemploy- 
ment. It is this snowballing effect that 
can turn an adjustment into a depres- 
sion. Consequently all eyes are now 
strained to see whether this is now 
happening or whether out-of-line in- 
ventories can be brought into balance 
and production resumed before it 
does happen. 


Through March, the decline was 
still on. There is no question about 
that. Unemployment increased another 
54,000. Industrial production dropped 
from 124 on the Federal Reserve index 
to 123. The signs of a seasonal upturn 

let alone those of a general recovery 
—were slight. As one commentator 
put it, perhaps a little strongly, 
“March was a seasonal dud.” Except 
for construction, which reached a 
new seasonal high, the correctness of 
this designation could not be ques- 


tioned, so far as the available statistics 
could reveal. Nevertheless, if bullish 
signs were lacking, the bearish ones 
were definitely weaker. 

The increase in unemployment in 
March was the smallest in several 
months. The number of new claims 
for unemployment benefits declined. 
Moreover, total civilian employment 
rose somewhat, bringing the number 
of persons at work to 60,100,000. 
Automobile production now promises 


a slight upturn, and an end to the 
drop in steel production appears in 
the offing, without having reached 
the depth it did in the 1949 recession. 
Retail sales have been holding up 
well and should get some support 
from the recent excise tax cuts. In- 
ventories generally have been put in 
better relation to sales, and, in some 
lines, notably lumber, sales now ap- 
pear to be running well ahead of pro- 
duction. 


The Rate of Business Decline Declining 


What we are experiencing at the 
moment is a decline in the rate of de- 
cline. While this obviously would be 
the first stage of a recovery, it is too 
soon to see whether this actually is 
the case or whether the decline is to 
assume more serious proportions. 

The administration gives evidence 
of confidence that a bottom is close 
at hand. While counting on the stim- 
ulus of tax cuts in the excise bill and 
in the larger tax bill now pending in 
the Senate, it has so far opposed cuts 
in personal income taxes beyond what 
is in the House bill. It has sponsored 
a bill to ease the terms on FHA-in- 
sured mortgages — with a proviso 
keeping the old terms in effect until 
it is decided that an extra boost to 
activity is needed. It has examined 
the possibility of expanding public 
works, but has withheld any action 
except to increase the highway pro- 
gram and to encourage advance plan- 
ning. It has pursued a policy of eas- 
ing credit but has by no means gone 
the limit. The Federal Reserve dis- 
count rate has been relatively high 
and bank reserves are tighter than 
even a year ago. The first break in 
the discount rate came recently with 
the action of the Chicago Federal Re- 
serve Bank. The other banks followed 
in course; and I expect reserve re- 
quirements will be eased. But there 
certainly has been no rush to get 
about these actions. 

Plainly the administration is dis- 
playing a cautious optimism. It is 
relying upon the fiscal, debt manage- 
ment, and credit actions that already 
have been taken, or might be taken, 
to supply all the steadying force that 
a basically healthy economy may re- 
quire at this time. As evidence of 
underlying strength, the Chamber of 


Commerce of the U. S. points out 
eight “built-in stabilizers” in our eco- 
nomic system. These are: 

1. The farm price program. 

2. The unemployment compensa- 
tion system. 

3. The numerous private and pub- 
lic pension programs including 
social security. 

4. The Federal Deposit Insurance 

System. 

The amortized nature of most 
of our private debt and the 
guaranteed character of a good 
deal of it. 

6. The large volume of liquid as- 
sets held by individuals and 
businesses. 

7. The tax reductions already in 
effect or in prospect. 

8. The quick reactions which oc- 
cur in our tax structure, with 
its heavy reliance on the income 
tax, when declines in business 
occur. 

These bulwarks are counted upon 
by the Chamber economists to hold 
back a serious economic disaster. At 
the same time, a period of somewhat 
lower industrial activity than pre- 
vailed during the defense build-up is 
inevitable, until an equally inevitable 
future growth carries us to new highs. 
The immediate problem is that of ad- 
justment to an economy with mate- 
rially lessened support from arma- 
ment expenditures. That adjustment 
is still under way, but the present 
slackening of the downward trend 
gives prospect that the bottom of the 
decline may be reached in two or 
three months. 

During these months, employment 
will moderately rise. Total unemploy- 

(Continued on page 17) 
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Some Matters of Importance 
for Mortgage Men Now 


MID YEAR IN MORTGAGES 
AND BUSINESS 


And these matters concern three 
general themes: First, that the 
mortgages and business outlook 
is good, that many investors 

can, and probably will buy 
more loans than they are doing 
now. But, second, that appraisal 
could be wrong; and if it is, 
there are a number of things the 
mortgage industry ought to be 
doing now. And, third, this 
situation in Washington. Let’s 
get the facts in focus, says 

Mr. Schwulst—and he 


does just that here. 


By EARL B. SCHWULST 
President, The Bowery 
Savings Bank, New York 








12 THE MORTGAGE BANKER + June, 1954 


’'M NO pessimist on the general 
] business outlook. I do not be- 
lieve that we are heading for a serious 
economic down-turn with an alarm- 
ing volume of unemployment. I be- 
lieve the government has adopted and 
will adopt policies to prevent an eco- 
nomic tailspin; and I am satisfied that 
the government—federal, state, and 
local—has powers to prevent such a 
tailspin. Moreover, the prospective 
large growth in population and the 
continuous technological advances 
and new discoveries in the arts and 
sciences promise much for a continued 
high level of prosperity in this coun- 
try. The Bowery Savings Bank has 
confidence in the future and is pro- 
ceeding to make mortgage loans and 
bond investments in accordance with 
an investment program which was es- 
tablished years ago. We are not afraid 
of the future and we are not pulling 
in our horns. 

When once the sensationalism is 
squeezed out of the FHA imbroglio 
and confidence on the part of lenders 
is restored in the integrity of that 
organization and in the mortgage 
loan and housing programs of the gov- 
ernment, I expect that FHA insured 
loans and VA guaranteed loans will 
be as popular as ever with lenders 
and even more popular than they 
have been in the past. 





There is ample evidence to sub- 
stantiate what I say. There is still 
plenty of room for mortgages in sav- 
ings bank and life insurance company 
portfolios. As of December 31, 1953, 
the mutual savings banks of the coun- 
try had only 47 per cent of their assets 
invested in mortgages. If FHA in- 
sured loans and VA guaranteed loans 
constitute a sizable proportion of 
mortgage loan portfolios, there is no 
reason why that aggregate percentage 
could not with safety be increased to 
60 per cent or 65 per cent of assets. 
These loans amortize rapidly, are 
liquid and have the safety factor of 
being backed by United States gov- 
ernment credit. 


On December 31, 1953, the life in- 
surance companies of this country had 
only 30 per cent of their assets in- 
vested in real estate mortgages. These 
companies do not have to be any more 
liquid than do mutual savings banks. 
There is obviously room for them to 
expand their holdings of mortgages if 
they desire to do so. 

Savings are still increasing rapidly. 
Deposits in the mutual savings banks 
showed an increase of $1,777,000,000 
in 1953 and an increase of $541,000,- 
000 in the first quarter of 1954. Life 
insurance sales are at an all time 
high, which means that people are 
saving money and that these compa- 
nies have a large volume of savings 
to invest. 

Competent estimators of the de- 
mand for savings indicate, at least for 
the near term future, that the volume 
of private savings will exceed the 
prospective demand for those savings. 
These estimates do not include what- 
ever demand may be made upon those 
savings by the United States govern- 
ment; but the government is not at 
the present time disposed to permit 
its requirements to interfere with the 
demand of private business and the 
prospective home owner for private 
savings. The consequence is that in- 
terest rates, including mortgage loan 
rates, are likely to continue for some 
time to be easy. 

We don’t like the government to 
be in the business of making loans 
directly. I think all of us would like 
to remove the pressure on the gov- 
ernment, or any agency of the gov- 
ernment, to make direct mortgage 
loans. The GI loan program is bogged 
down in remote and thinly populated 
areas because the country banks in 
those areas do not have funds avail- 
able with which to make those loans, 
nor is the interest return on those 
loans attractive to those institutions. 
The government and the Veterans 
Administration have therefore felt it 
necessary to have direct mortgage 
loan facilities available through the 





‘ey \e or we . 





VA to finance homes for veterans in 
those localities. 

I should think that the mortgage 
bankers are the ones best able to cre- 
ate the facilities for making private 
funds available for investment in 
those mortgages. If risks are carefully 
selected, I do not see why it would 
be too much of a problem for a mort- 
gage banker to extend his radius of 
operations to as much as 200 or 300 
miles from his office. With the help 
of the small town and country com- 
mercial bankers, he ought to be able 
to round up packages of these scat- 
tered loans in an amount sufficient to 
make an attractive offering to an in- 
surance company or a mutual savings 
bank. I know that there will be diffi- 
culties but a small committee of mort- 
gage bankers made up of members 
with imagination could develop a 
method of dealing with this problem 
that would be satisfactory to the large 
purchasers of these mortgages back 
East. 

I have said that I do not believe 
we are facing a serious depression or 
serious unemployment. But I could 
be wrong about this; and I think that 
mortgage lenders and the FHA and 
the VA should be giving serious 
thought as to what they can do to 
deal with distress, if it should occur, 
and if serious unemployment should 
entail large scale defaults on FHA 
and VA loans. Certainly the lenders do 
not want to be a party to wholesale 
foreclosures which would throw thou- 
sands of deserving people out of their 
homes. This could well happen if 
millions of home owners lose their 
jobs and if nothing is done to try to 
find a way to keep those people in 
their homes until the situation is cor- 
rected and they can get on their feet 
again. 

The lenders cannot deal with this 
situation by themselves. The money 
they have loaned is trust money. Most 
of that money belongs to people of 
limited means and, if a serious de- 
pression should occur, many of those 
people would have to draw those 
funds. Lenders must protect them- 
selves against that contingency. More- 
over, lenders have to pay interest on 
the money which they have invested 
in mortgages on homes. They cannot 
pay interest on insurance reserves and 
on savings deposits if they do not col- 
lect interest on the investments they 
have made. Those lenders do have 


some flexibility in this regard, how- 
ever. If suitable arrangements could 
be made involving government coop- 
eration, substantial relief could be 
given home owners who act in good 
faith and whose distress is real and 
temporary. 
The suggestions I make here relate 
only to conditions of general distress 
existing either throughout the country 
or at least in an area of substantial 
size. These suggestions do not apply 
to an individual case. To deal with 
such a general situation as I have in 
mind, I believe that FHA and VA 
should have authority to do the fol- 
lowing: 
>> Approve in advance the postpone- 
ment by the lender for a period 
of one year, in whole or in part, 
of any installment of either in- 
terest or principal, or both—such 
postponed payment or payments 
to be fully insured or guaran- 
teed. 

2> Approve in advance any addi- 
tional loan by the lender for the 
payment of real estate taxes or 
assessment—such a loan to be 
insured or guaranteed in full 
and to bear interest at the rate 
borne by the mortgage and to be 
repayable on such terms as may 
be approved by the lender and 
the FHA or the VA. 

>> Purchase at 99 per cent of cost 
(but at not more than par) from 
any publicly supervised lender 
up to 15 per cent in amount of 
FHA and VA loans secured by 
mortgages on one to four family 
houses in those cases where the 
mortgages are owned by the 
lender. Such purchases would be 
made only upon certification by 
the appropriate federal or state 
supervisory authority that such 
lender is under the necessity of 
selling such loans in order to 
meet its liabilities or to maintain 
itself in an appropriate condition 
of liquidity. 

Obviously, I have stated only cer- 
tain general principles. There would 
have to be worked out suitable re- 
strictions and safeguards to prevent 
abuse and bad faith and to provide 
proper controls and limitations. 

Now let us consider the develop- 
ments affecting the FHA as reported, 
with a high degree of sensation, in 
the public press. My comments are 
as follows: 


2»? Any collusion, fraud, or venality 
in the operations of FHA should, 
of course, be ferreted out and 
punished. I think we may count 
upon Senator Byrd’s and Senator 
Capehart’s Committees to deal 
adequately with this matter. 

>> However, the fact that a builder- 
borrower, in the case of a 608 
loan, borrowed out, and perhaps 
borrowed out at a profit, is not 
in itself a violation of the law, no 
matter how much it may have 
been open to criticism in the in- 
dividual case. Testimony was 
offered before congressional com- 
mittees when Section 608 was 
first considered as an amendment 
to the National Housing Act that 
such borrowing out would prob- 
ably occur. Suggestions were even 
made in the testimony that some 
controls or restrictions be placed 
upon possible builders’ profits. 
These suggestions were passed 
over, and perhaps, with ample 
justification. 

It must be borne in mind that we 
were at war, we were in an emer- 
gency, we had to have housing, rental 
housing, and we had to have it fast. 
After the war we still had to have 
rental housing to take care of return- 
ing veterans. The government had 
the alternative of building this hous- 
ing itself or of inviting private in- 
dustry to build it. The government 
chose to let private industry build 
the housing. There was no pool of 
private risk-taking capital available 
for investment in equities in this field 
—certainly not in the amount re- 
quired and in the short time within 
which the government desired to 
have this housing created. 

The law was therefore purposely 
changed so as to make the creation 
of this needed housing attractive to 
the only private group that could or 
would take the initiative in creating 
it — namely, the speculative builder 
and contractor. No one could expect 
that this group of people would gen- 
erally invest substantial real capital 
in the equities of this housing. They 
would not have sufficient capital in 
the first place, and in the second 
place, that is no. what they custom- 
arily use their capital for. Most of 
these people are “operators” and pro- 
moters, not true investors in real 
estate equities which require long- 
term capital. 
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Therefore the government, with a Pe 


respect to this type of rental housing, 
deliberately set it apart in the law. 
The government abandoned the con- 
cept of sound economic or sound ap- 
praised value as a basis for the loans 
to be made on such housing and sub- 
stituted the concept of the FHA 
Commissioner’s estimate of “replace- 
ment cost” and, later, his estimate of 
“current cost.” Construction costs 2 

were constantly rising, and the build- Your Pp t t 

ers and contractors who were the rO ec 10m 
sponsors and borrowers with respect 


to these housing projects expected to e 

be covered on those costs. 18 our BUSINESS 
The law provided that buiders’ 

fees and architects’ fees (which were 

in many cases actually nominal since 

builders and contractors were them- 





selves the borrowers and sponsors) OR seventy years banking and loan 

were to be included in the cost basis s - . 

upon which the FHA loan was to be institutions and their lawyers have 

Wr | known that their real estate investments 
Consideration was given by FHA 

and by congressional committees at will suffer no diminution in value be- 

various times to limiting the basis of 

the FHA loan to the actual cost of cause of title defects, if they are pro- 

the project to the particular builder : : 2 

rather than to the estimated cost as tected by a T G & T title insurance policy. 


found by the FHA commissioner. 
This idea was discarded, perhaps 
because it was considered to be 


If you are sponsoring or financing 


impractical from an operating stand- new construction or remodeling existing 
point or to be too much of a deter- 

rent from the builder s standpoint. structures, the complete facilities of our 
At any rate, because of the urgent 

desire of the government that this nine conveniently located offices are at 
housing be provided, no such restric- 

tion was ever put in the law. The your service. 


FHA had to make its estimates of 
the cost of these projects well in ad- 


vance of the commencement of con- The sound protection of your realty 
struction, because builders would not . . ° ° 
investments Is our special business. 


begin construction until they were 
certain of their financing. Their fi- 
nancing depended upon firm mort- 
gage insurance commitments from 





FHA. FHA had ample nationwide 

was able to determine for each area 

of the country the approximate av- d T; t C 

tractor would have to confront. It an rus 0 pa Ly 
revised these estimates frequently. MAIN OFFICE: 176 BROADWAY, N.Y. 38 + WOrth 4-1000 


research facilities, and it presumably / T / LE Gl ARAN / EE 
erage costs which a builder or con- 
But it related each particular appli- 


TITLE INSURANCE THROUGHOUT NEW YORK, 


cation for insurance to what it be- NEW JERSEY, CONNECTICUT, MASSACHUSETTS, MAINE AND VERMONT 
lieved to be the average cost which 
the typical builder or contractor Reinsurance facilities available through primary 


would be confronted with in the title insurers in many other states 


particular area. 


It must have been known to FHA me or 


14 THE MORTGAGE BANKER * June, 1954 























and the government that the quantity 
builder and the more efficient builder 
might be able to build at less than 
the yardstick of cost set up by the 
FHA which was to serve as the basis 
for the loan to a particular builder. 
It should have been known that these 
builders, at any rate, might well have 
some profit left over out of the pro- 
ceeds of the loan. This probability 
was brought out more than once at 
the congressional hearings; and it is 
apparent from those hearings that 
some of the senators on the Senate 
Finance Committee gave serious con- 
sideration to this problem and tried 
to do something about it. But noth- 
ing very effective was done about it, 
perhaps for the reasons which I have 
already given. 

Possibly Congress should have stip- 
ulated in the legislation for the re- 
capture of profits in the individual 
case above a certain per cent. But 
this would have entailed an audit, 
after the project was completed, of 
the actual costs of the builder. This 
might have given rise to such prac- 
tical difficulties in the emergency 
conditions prevailing (and FHA offi- 


cials so testified) and might have 
been such a deterrent to builders that 
the government decided not to insist 
upon that safeguard. The govern- 
ment might have felt also that it 
could make a sufficient recovery of 
excessive profits through the income 
tax as to make it unnecessary to 
incorporate any such safeguard in the 
National Housing Act. 


>> Since it was clear that in many 
cases if not in most, there would be 
little or no real equity in 608 rental 
projects, lenders could be interested 
in the mortgages on such projects 
only if they were insured by the 
FHA. It should be remembered that 
it was the builder and the FHA, and 
not the lender, who worked out the 
amount of loan needed to finance the 
particular project. FHA had to sat- 
isfy itself that the builder could get 
a large enough loan (or provide the 
cash otherwise )to complete the proj- 
ect in accordance with FHA’s cost 
estimates or it would not commit 
itself to insure the loan. If a par- 
ticular lender was not disposed to 
make the loan in that amount, some 
other lender was found who would 


make it. As a patriotic measure to 
deal with an emergency situation and 
in view of the protection afforded by 
FHA insurance, most lenders did not 
quibble with the FHA with respect 
to the amount of a loan upon a par- 
ticular project which the FHA had 
indicated it would insure, if the 
lender was otherwise satisfied with 
the overall prospect that the project 
would succeed and the mortgage 
would live. The lenders were in no 
position to determine in advance 
what the cost figures were to be upon 
which the loan was to be based. The 
FHA, with its research and cost 
analysis facilities, was much better 
equipped than lenders to do this job, 
and it undertook to do the job. In 
fact, it set up, supervised, and in- 
spected the job from the beginning. 
>> Notwithstanding the liberal pro- 
visions of Section 608, the govern- 
ment had some difficulty in interesting 
builders and contractors to take ad- 
vantage of it. The government like- 
wise had difficulty in interesting lend- 
ers to make loans upon these projects. 
Because of this, the FHA undertook 
a vigorous campaign to enlist the 
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support of both the builders and the 
lenders. It pointed out to builders 
how little of their own capital would 
be required to build under the pro- 
gram. It succeeded very well in this 
endeavor. 

2? While some builders may have 
made such large profits under Section 
608 of the rental housing program as 
to give rise to some criticism and 
while there may have been some 
fraud and venality, it is much too 
early to say that the government is 
going to lose any money on these 
projects. Up to date, the record has 
been a good one so far as foreclosures 
are concerned. It appears that most 
of these projects will be successful, 
and when the chapter is finally closed 
it may well be the case that the gov- 
ernment will not have lost, net, a 
single cent. 

Most of these projects have an ex- 
cellent appearance and they have 
been a welcome addition to the 
neighborhoods and to the cities in 
which they have been built. On the 
whole, the rentals, which were fixed 
by FHA, have been reasonable, and 


even modest, in relation to what the 
tenants would have had to pay else- 
where at the time the projects were 
built and in relation to what they 
would have to pay today for other 
accommodations affording compa- 
rable amenities. 

>? It seems to me that this whole 
question involving FHA should not 
be permitted to get out of focus. It 
is well to highlight fraud, venality, 
and negligence. But it ill becomes us 
to decry the legitimate profits made 
by some builders and contractors on 
608 projects when, with its eyes open, 
the government in its wisdom adopted 
a program and a policy which made 
those profits possible and even inevit- 
able. Nor should we blame the gov- 
ernment for adopting the particular 
program or policy which it did adopt 
when we consider the emergency 
conditions confronting the govern- 
ment at the time the program and 
policy were adopted and when we 
consider the possibility that the pro- 
vision of the needed housing by the 
government acting directly might 
in the long run have been more 


costly to the government and the 
taxpayer. 

It is regrettable that anything 
should have happened to place the 
FHA under a cloud. No doubt, much 
good will come out of the current 
investigations of that agency. Cer- 
tainly if there has been poor man- 
agement, bad faith, or corruption, 
the agency must be purged of those 
sins. But the agency must not be 
destroyed. It has done much good 
in the provision of housing for our 
people, and it is still needed. 

It is unnecessary for me to say that 
recent developments affecting that 
agency have been greatly disturbing 
to institutional lenders. The stories 
of those developments in the press 
have tended to place all activities of 
the government in the housing field 
under a cloud. The impression has 
been created that all government 
agencies in the housing field may be 
honeycombed with corruption if the 
FHA, which has long been regarded 
by institutional lenders as a model of 
the good that the government can 
do in that field, is corrupt. 
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I am wondering if these stories are 
not giving us an exaggerated picture 
of such evils as may exist. It seems 
to me that the time has come for 
someone in authority in Washington 
to point out that the government, 
through the FHA and the GI Loan 
programs, has really wrought great 
good for millions of our people in 
need of homes and for millions more 
employed in industry who have been 
directly and indirectly provided with 
jobs by virtue of the activities of the 
FHA and the VA in the housing field. 

Many of the large institutional 
lenders have programs calling for the 
investment of hundreds of millions 
of dollars each year in FHA and GI 
Loans. They want to go ahead with 
these programs, but they would like 
to know from someone in authority 
in Washington that they can go 
ahead with confidence. 


COLEAN’S OUTLOOK 
(Continued from page 11) 


ment should not increase materially, 
if at all, though factory layoffs may 


exceed hirings for yet some time. 
Soon after mid-year, the combined 
effects of reduced taxes, easy money, 
and depleted inventories may produce 
an upturn, bringing us by the year 
end to a level of activity at least as 
good and perhaps a little better than 
at present. 

This is the best I can make of the 
situation at the present time, and it 
seems to me that on the whole this 
“best” is pretty good. Where does it 
leave the mortgage business for the 
rest of the year? First we have to 
take into account the ponderous mo- 
mentum of building activity. This al- 
ready has carried us through an 8- 
month business decline; and from all 
appearances it is strong enough to 
carry all the way through the kind of 
movement I have described. 

Mortgage lenders will be called 
upon to finance a much greater 
amount of new commercial building 
than last year. They will have to 
finance approximately the same 
amount of new housing as they did 
a year ago, since the outlook so far 
is for the beginning of around 1,100,- 


000 new houses. From all indications, 
they will have to finance close to 
the same amount of transactions in 
existing houses and a great deal more 
of repair and improvement activity. 
They may even meet with a larger 
demand for farm loans. 

Unless, therefore, my analysis 
should be wrong—a contingency I 
have already admitted as being pos- 
sible—there will be a very substantial 
volume of mortgage lending activity 
during 1954, with a sufficient 
strengthening in business during the 
fall and winter to carry a good level 
of mortgage activity at least well into 
1955. And I do not believe that it 
can be wrong enough to change this 
prospect. 

Although mortgage lending will 
remain good during the year, it is 
certain to have different character- 
istics from that of last year. Just a 
year ago the real pinch in mortgage 
money was beginning, and by sum- 
mer many mortgage organizations 
faced a problem of inventory liquida- 
tion that makes the present troubles 
of automobile dealers seem mild by 
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comparison. It was not until winter 
that breathing came easier. But while 
the year ended with money much 
more plentiful than it had been, lend- 
ing was still on a very selective basis, 
and less than top-grade loans were 
still going at discounted prices. 

The continued loosening of the 
money supply raises a number of 
questions about lending policy. Will 
4% per cent generally be a par or 
better rate for insured and guaran- 
teed mortgages? If so, will lenders 
become less selective in their acquisi- 
tions? Would the government be 
well-advised to drop the interest rate 
back to 44; or to liberalize the terms 
as may be authorized in the new leg- 
islation? Could it successfully both 
lower the rate and liberalize terms? 

It is in answering such questions 
as these that mortgage lenders and 
government will be making the prac- 
tical interpretations of their eco- 
nomic For what they are 
worth, these are my answers. I think 
that a 4% per cent interest rate will 


forecasts. 


in a matter of weeks be a par rate 
for FHA and VA loans in most of the 
country; and that, where par is not 
offered, the rate will still be a work- 
able one in that the prevailing dis- 
counts will be well within the range 
of allowable charges. As competition 
makes the 44% per cent rate more 
broadly acceptable, lenders are cer- 
tain to become less selective, although 
I suspect there will be lingering re- 
luctance to take minimum down pay- 
ments and to go for maturities as 
long as 30 years. 


If FHA and VA mortgages begin 
to sell at a premium over a con- 
siderable area—as seems possible by 
late summer—the government agen- 
cies will be faced with pressure to 
drop the rate back to 4% per cent. 
At the same time there will be 
pressure for instituting more liberal 
terms. I am certain that it will not 
be possible to yield to both pressures, 
since to do so successfully would re- 
quire the existence of a much greater 
supply of mortgage funds than con- 


ceivably will be availabie. 

By summer, it is probable that the 
supply of funds will be great enough 
and competition among lenders 
strong enough so that lenders can be 
induced to lend—at 4% per cent— 
on more generous terms than are now 
generally offered. This is simply an- 
other way of saying that lenders are 
likely to become less selective as com- 
petition stiffens. But it is not likely 
that a 4% per cent rate, under any 
conditions that seem now probable, 
would be offered for FHA and VA 
mortgages except on a selective basis, 
such as now is customary, as to down 
payment, maturity and location. 

The next several months will be 
crucial months — first, because they 
will reveal the nature of the eco- 
nomic movements I have tried to 
analyze here; and second, because 
they will see decisions made by both 
private and public agencies that will 
either help or hinder recovery to 
move to a more assured level of 
activity. 
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EGARDLESS of the way it may 

be measured or what one may 
choose to call it, the general level of 
business activity has slowly been de- 
clining since mid-summer of last year. 
The total decline has not been very 
severe. It has been greater in some 
lines—for instance, durable goods. In- 
dustrial production, as measured by 
the Federal Reserve Board’s index of 
physical production, is currently off 
about 10 per cent from its mid year 
peak of last year, while the gross na- 
tional product, that is, the value of all 
goods and services bought and sold, 
is down from its high by about 4 per 
cent. 

While the latest figures show that 
the down-trend has not been stopped, 
the rate of decline seems to have 
materially slowed up. This is par- 
ticularly true in the amount of unem- 
ployment and to a lesser extent in 
that of sales. Everyone, accordingly, 
is now wondering whether or not a 
spring up-turn in business may not be 
in the making and whether the major 
part of the business decline may not 
be behind us. 

There are three distinct possibilities 
facing us at this time. The most pessi- 
mistic one is that the decline in busi- 
ness will start “snowballing” and will 
not stop until we eventually reach a 
deep depression perhaps some time 
next year. The second is that the 
modest decline which we have been 
experiencing since mid-summer of last 
year will continue throughout the 
coming summer and perhaps level off 
in the fall or after the new year at a 
figure somewhat below present levels. 
The third possibility, and the one 
held by the optimists, is the possibility 
that the decline in business has pretty 
much run its course and that there 
will be a modest up-turn in the next 
month or two to be followed by a 
real period of expanding business in 
the fall. 

I do not know how to gather mate- 
rial sufficient in breadth and scope 





that justifies anyone making a definite 
statement at this time in regard to 
how long he thinks the business de- 
cline will continue, how far its volume 
may drop, and when it is likely once 
more to resume its upward movement. 
There are so many unknowns in the 
present situation, the political condi- 
tion of the whole world is so fluid and 
uncertain and the state of business so 
closely intertwined with politics, that 
it is practically impossible to make 
any forecast except for very brief 
periods ahead. 

But in spite of these uncertainties, 
there is little reason for thinking that 
we are going to slide suddenly into a 
deep depression. Severe depressions 
have never occurred in this country 
unless they were preceded by periods 
characterized by excessive over-expan- 
sion, wild speculation and a mounting 
volume of debt in excess of the peo- 
ple’s capacity to support. While there 
may have been during the last few 
years some little over-expansion in 
certain lines, there has been no specu- 
lation of any serious dimensions and 
the total volume of debt outstanding 
is modest in relation to the size of the 
national income. 

One can be certain, therefore, that 
the stock market is not going to ex- 
perience a collapse like it did in the 
fall of 1929, nor are our financial in- 
stitutions going to fail the way they 
did in 1932-33. No doubt in certain 
sectors of our economy debt has in- 
creased too rapidly for good economic 
health and this increase contributed 
to the inflation that took place since 
the close of the war. No doubt mort- 
gage debt and consumer and install- 
ment credit stand at pretty high 
levels. I do not deem them any cause 
for great worry, however, primarily 
because a considerable proportion of 
the mortgage debt, the type which 
has had the largest expansion during 
the past decade, is now supported by 
the Federal government and, no mat- 
ter what takes place, a collapse in this 
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field similar to what occurred in the 
thirties is not likely to happen. 
Another reason for thinking that 
the present decline is not 
going to develop into a severe depres- 
sion is the degree to which bulwarks 
against depression have been built 
into our economy. I refer to what is 
commonly called “built-in stabilizers” 
such as guarantees against complete 
loss of income from unemployment or 
from account of a 
sudden drop in commodity prices. The 


business 


severe losses on 
size and importance of these stabilizers 
and the effect they may have in even- 
ing out retail sales is frequently over- 
looked. 

The Unemployment Compensation 
System alone is backed up by a trust 
fund of almost $9 billion. This sys- 
tem provides payments ranging up to 
26 weeks for employees that are laid 
off. It will no doubt provide a mate- 
rial support to retail sales. 

The farm price support program 
likewise exerts a stabilizing influence 
by discouraging disorderly marketing 
and slashing of farm commodities. 
While the taxpayer no doubt has to 
pay the cost, the farmers’ income and 


consequent purchasing power is sup- 
ported thereby. Such price collapses 
on wheat, cotton, and other farm 
products as occurred in the early 
thirties will not take place. 

Again, the numerous pension pro- 
grams both private and public, such 
as social security, will continue to dis- 
tribute money to beneficiaries and 
keep up their purchasing power irre- 
spective of the state of business ac- 
tivity. All in all, some economists es- 
timate that the built-in stability in 
our economy today can break as 
much as one-half the effect of the fall 
in income that would occur without 
it. One is justified in forecasting that 
no sudden severe business depression 
is likely to be with us in the days im- 
mediately ahead. But this is all that 
I want to be dogmatic at the moment. 


Without attempting to assess their 
relative importance, these are the 
fundamental causes for the phenome- 
nal business expansion which has 
taken place since 1940. First, were the 
demands made by the war? The out- 
break of hostilities found this coun- 
try with a huge reservoir of unem- 











ployed men and with many plants 
operating at only partial capacity. 
Soon these men were put to work. 
Plant capacity was fully utilized and 
new factories were built. Women en- 
tered industry in large numbers and 
the hours of labor were lengthened. 
This inevitably resulted in the tre- 
mendous increase in output which en- 
abled us to fight the war, aid our 
allies and not too severely lower our 
standard of living. 


Financing the war led to a huge 
increase in the purchasing power of 
the people. Liquid assets such as cash, 
bank deposits and war bonds were in 
ample supply. At the same time, the 
war created scarcities of almost all 
kinds of goods. Houses were in short 
supply, automobiles had not been 
made for nearly five years and even 
such consumer goods as clothing was 
hard to obtain. The people wanted 
to spend their liquid assets for these 
scarce goods and almost before the 
soldiers had been disbanded factories 
were humming in an attempt to turn 
them out as fast as possible. Soon a 
period of post-war inflation and rising 
prices was with us. It is somewhat 
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amusing now to look back and see 
that those in authority so misread the 
signs of the times that they thought 
a depression was likely and even took 
such steps to prevent it as to encour- 
age shorter hours of work, higher 
wages and cheaper credit at the very 
time when just the opposite of these 
things was called for. 


But the basic economic fact of the 
past 14 years, overriding and over- 
powering all other economic factors, 
has been inflation. We have lived in 
an era of inflation almost continu- 
ously since the outbreak of World 
War II. It appeared, for a short time 
in 1949, that the principal forces 
making for inflation had spent the 
greater part of their force and that 
costs, the money supply and the price 
level were in equilibrium. Shortly 
thereafter, the Korean conflict began 
and another turn in the inflation 
screw took place with the customary 
results of increased demand, higher 
prices and eventually larger output. 

Difficult as it is to believe, within 
two years after the outbreak of the 
Korean hostilities this country was 
not only carrying on that war but was 
rearming on a huge scale, giving aid 
to the nations of western Europe and, 
at the same time, producing as many 
peacetime goods for ourselves as it did 
before the war began. If we want to 
pay the price in inflation and higher 
prices with ever mounting taxation, 
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so great are our natural resources that 
our productive output can be in- 
creased enormously. 

A new administration came in 
power in Washington at the begin- 
ning of 1953 with a mandate from 
the people to stop inflation. It took 
a new look at our armament program 
and decided that expenditures for this 
purpose could be safely reduced. It 
also wisely decided that there were 
some other expeditures which could 
profitably be curtailed. 

The decline in spending for arma- 
ments which began in early summer 
of last year, coupled with the tre- 
mendous increase in plant capacity 
which had taken place over the past 
decade, led to the supply of most 
commodities catching up with de- 
mand at the then current prices, with 
the result that by July the forces 
making for inflation were at least 
temporarily over. For the balance of 
the year, production in most lines 
continued ahead of sales, with the re- 
sult that inventories accumulated 
rather substantially and shortly be- 
fore the year-end were at an all-time 
high. Since then they have declined 
about $2 billion, but at the end of 
February, the last date for which we 
have reliable figures, they still re- 
mained over $21 billion higher than 
they were in February, 1953. 

It is common knowledge that large 
numbers of automobile distributors 
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were still loaded up at the year-end 
with 1953 cars when the new 1954 
models were announced. This re- 
sulted in more or less demoralizing 
the automobile market for used cars, 
from which it has not completely 
recovered. The situation in regard to 
television sets was much the same. 
Last year’s output was approximately 
7.1 million sets, which was about 
700,000 in excess of the number that 
actually moved into the hands of the 
public. This resulted in inventories 
at the close of the year of nearly 
2 million sets, almost twice that 
which existed a year earlier. 


News in regard to both inventories 
and sales was not particularly good 
during February. The Department 
of Commerce reports that inventories 
increased during the month by $193 
million, while sales decreased by $1.6 
billion under those for February of 
1953. These unadjusted figures must 
not be taken as absolutely correct 
nor should too many conclusions be 
drawn from them. The weather has 
a lot to do with sales. One can 
be reasonably certain, however, that 
businessmen on the whole have a 
bigger pile of goods on their shelves 
today in relation to sales than they 
had a year earlier. While a good 
deal of correction has been made in 
working off excess inventories, there 
still remains much to be done. 


No one of course knows for certain 
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what constitutes excess inven- 
Whether or not an inventory 


of any product is too large depends 


just 


tories. 


upon the rapidity with which that 
The 


been 


product is being sold. reason 


inventories have not lowered 
more, in spite of some reduction in 
output, is that sales have begun to 
drop off. Lower sales, of course, 
mean that fewer goods move off the 
shelf and, even if businessmen place 
smaller orders than in the past, the 
resulting net reductions in stocks are 


less than if sales kept at high levels. 


In periods of inflation and rising 
prices, inventories always tend to rise. 
[his accumulation takes place not 
only in manufacturing plants and 
wholesale warehouses, but also on the 
the 


housewives. 


retailers’ shelves as well as in 


and homes of 


The reason for this is obvious: When 


pantries 


prices are rising, one always gains on 


their inventories. However, when 


prices become stabilized or when 
there is some fear that they may even 
decline, orders for future delivery all 
the carefully 
scrutinized. the 


situation which exists today. It would 


along line are more 


This is no doubt 
be a foolhardy merchant indeed who, 
kept 


who 


under present circumstances, 


more goods on his shelves or 
ordered more for future delivery than 
the efficient 


he actually needed for 


conduct of his business. 
With 


rapid means of 


efficient and 


transporting goods 


our present 


from the factories to the retailers and 


‘LAND TITLE’ 


SERVICE 
COVERS 


eo) Te 





22 THE MORTGAGE BANKER « June, 1954 


with the with which factories 
can now fill most orders, it is difficult 
to form an intelligent estimate as to 
what constitutes normal inventories. 
This know, 
that inventories are still larger than 
they were a year ago, that there has 
been considerable reduction in them 
they reached their peak in 
October of last year, that in some 
lines they more than 
in others, and that probably there 
still remains on the some 
further reduction to take place before 
a normal So long 
as this reduction takes place, one 
cannot reasonably expect a material 
revival in business. It is a well-known 
fact that fluctuations in inventories 
are one of the disturbing factors in 
the general level of business. 


ease 


much we do however, 


since 


are excessive 


average 


level is reached. 


But the total volume of our sales 
is so enormous that one can easily 
over-estimate the importance of ex- 
Total sales in Feb- 
excess 


cess inventories. 
ruary, instance, were in 
of $43 billion, thus all inventories 
were less than two months’ sales at 
that time. If the volume of sales 
should increase in the days ahead, 
the excess inventory problem will 
shortly disappear. On the other hand, 
should sales continue to decline, the 
inventory problem will continue to 
be with us for further time 
and might become quite serious. 


for 


some 


Has there been any diminution in 
the liquid assets held by the public? 
In other words, do the people have 


the money to make purchases if they 
desire so to do and are they likely 
to want to do so? 

Such data as we have on this 
subject seems to indicate that there 
has been no diminution in the liquid 
assets of our people during the past 
year. 

The Board of Governors of the 
Federal Reserve System in coopera- 
tion with the Survey Research Center 
of the University of Michigan has 
the last several years made a 
survey of 66 areas, including the 12 
largest cities of the country, for the 
purpose of finding out information on 
the financial position of consumers 
and to secure from them some indi- 
cation of their plans for the purchase 
of durable goods and houses. The 
survey this year showed that while 
increases in income were not as fre- 
quent last year as they were in 1952, 
nevertheless “liquid asset holdings 
increased and were again shown to be 
widely distributed.” About two-fifths 
of the non-farm consumers reported 
receiving more income last year, 
while only about one-fourth reported 
receiving less. It is interesting to note 
that a larger proportion of consumers 
expressed themselves as “feeling bet- 
ter off” than they had in previous 
surveys. 


for 


Of striking importance was the 
finding that a larger proportion of 
consumers reported owning more 


than $500 of liquid assets this year 
survey 


than was so shown in any 
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previously taken. This obviously in- 
dicates that there is an ability to buy 
if consumers believe that now is the 
time to do so. 

When asked if this was a good time 
to buy durable goods, the survey 
showed no over-all change in the 
proportion of consumers who thought 
it was a good or a bad time to make 
such purchases. But the reasons ex- 
pressed for their views changed con- 
siderably. The most frequent reason 
given for not buying at this time 
was “prices are too high” or, to put 
it another way, “prices will be lower 
some time in the _ not-too-distant 
future.” There was some decline in 
the number of consumers who 
planned to buy new automobiles from 
the figure given in 1953 but, on the 
other hand, the number was larger 
than that given in 1952. Similar in- 
tentions were expressed in regard to 
the purchase of houses and household 
appliances. The number, while some- 
what smaller than for last year, was 
still larger than for previous years. 

As most durable goods and nearly 
all houses are partially purchased on 
credit, it is important when consider- 
ing the outlook for sales to give atten- 
tion to the sufficiency and cost of 
credit. Here the situation could 
hardly be more favorable to the en- 
couragement of sales. In contrast to 
a year ago when money was tight 
and interest rates rising, today just 
the opposite condition exists. Since 
July of last year, interest rates have 
lost most of the gains which they 
registered during the previous two 
years. Today real estate mortgages 
which only a year ago were selling at 
discounts of four or five points are 
now being traded at par and I am 
afraid it will not be long before they 
command a premium. Likewise, cor- 
porate bonds which were floated at 
that time to yield between 32 and 
4 per cent are already being re- 
financed on a 3 per cent basis. One 
was recently offered to yield only 
2.91 per cent. 

Our supervising banking authori- 
ties completely reversed their credit 
policy some time about mid-summer 
of last year. During the last eight 
months of 1953, through open mar- 
ket purchases and through a reduc- 
tion in reserve requirements on de- 
mand deposits, the Reserve banks 
supplied additional reserve funds in 
the amount of $3.9 billion. While 


a year ago they were cautioning 
banks to be conservative in the grant- 
ing of credit, recently one of them 
in a public speech at Chicago urged 
banks to be more liberal in the 
granting of credit and, of all places, 
consumer credit at that. 

I am not criticizing this change. 
Obviously a credit policy suitable for 
a period of inflation is not one to be 
followed in a time of business decline. 
I cannot help but wonder, however, 
how much help making low interest 
rates even lower is to a revival of 
business. And it should not be for- 
gotten that, judged by the experience 
of the past, all interest rates which 
we have had during the past 15 years 
must be considered low, even those 
which existed in 1953. 

I can find no evidence either in the 
present or in the past which leads me 
to believe that anyone borrows money 
just because it is cheap. Money is 
borrowed by and large when those 
who borrow it think they can put it 
to some use which will give them a 
little something over and above what 
it costs them to borrow it. Whenever 
that situation does not exist, money 
will not be borrowed, at least for in- 
vestment purposes, whatever the in- 
terest rate may be. While I do not 
want to seem to be arguing for higher 
interest rates at this time, I cannot 
help but believe that it would be a 
serious mistake to push them even 
lower either by reducing the required 
reserves of member banks or putting 
more additional Federal Reserve 
funds in the market. 

Sales can be encouraged not only 
through increasing demand, but also 
by decreasing prices. In fact, there 
has been plenty of evidence recently 


that when the public thought bar- 
gains were being offered, sales in 
good volume immediately responded. 
Lately there has been a good deal 
of discussion about amending our 
tax structure so as to aid business 
revival. Unfortunately all too much 
of the discussion has been aimed 
toward reducing taxes so as to give 
the taxpayer more money to spend. 
What seems to me quite as important 
at this time is to consider what effect 
the changes in our tax structure 
might possibly have upon costs and, 
therefore, prices. 

If the present economic situation is 
severe enough to justify a material 
increase in the federal deficit, then 
the reduction in the excise taxes 
which was recently made was the 
right sort of action to take. I think, 
however, the situation calls for the 
complete elimination of most of these 
taxes before any consideration should 
be given to the reduction of other 
types of taxes. A reduction in excise 
taxes almost immediately leads to 
reduction in the selling price of the 
products on which they are levied 
and consequently stimulates sales. 


While no doubt something could 
be said for the dividend exemption 
feature of the present tax bill as 
passed by the House, if it could be 
shown that business expansion was 
being hampered by a lack of equity 
capital, I cannot help but think this 
proposal is not particularly suited to 
the present economic situation. 
Wholly apart from the cry of double 
taxation, dividend receivers have not 
fared too badly during the past dec- 
ade. Looking over my own small 
portfolio of investments the other 
day, I was surprised to find that most 
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of my stocks were paying twice the 
dividends which they paid before and 
during the war and, without excep- 
tion, all of them were selling at 
higher prices, many of them in fact 
having more than doubled in price. 
Then I looked at the bonds which I 
purchased to help finance the war. 
I still own them. Somehow or other 
when I thought how those bonds had 
lost one-half their purchasing power 
and how they were only giving me 
a yield of a little less than 3 per cent 
and how that return was to be even- 
tually taxed, I could not help but 
feel more sorry for myself in the role 
of bondholder than in that of share- 
holder. 

To be perfectly fair, let me say 
that I realize full well that the pur- 
pose back of this partial dividend tax 
exemption is not to give relief to 
certain individuals, but rather it was 
devised because of the belief that it 
would be good for the country to 
encourage more equity financing of 
business and less debt financing. 

In normal times, I share this belief. 
Today, however, with our corporate 
tax rate as high as 52 per cent, I 
submit that it would be better for 
everyone concerned — the corpora- 
tions, their owners and those 
purchase their products—to have this 
tax reduced rather than to give a 
tax credit to those who receive divi- 
dends from the corporations. Cor- 
porate taxes after all are part of 
costs, not much different in degree 
to other costs of production. Reduc- 
tion therefore in corporate taxes 
makes possible a reduction in prices, 
something which is very much needed 
at this time when we want to en- 


who 


courage sales. 

The state of mind of the consumer 
may well be the factor which will 
determine the extent of the business 
decline. Despite the recent increase 
in unemployment, personal incomes 
after taxes have fallen less than 2 
per cent. Retail sales are lower in 
relation to the which the 
consumers have available for spend- 
ing than any time in the recent past. 
They are spending even less of their 
incomes today than they did in the 
1949 recession. There is conclusive 
evidence in the accumulation of sav- 
ings that the consumer is keeping 
a tight grip on his pocketbook. Of 


course it is important that every 


income 
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company put on a vigorous sales 
campaign at this time and to make 
this campaign a success, every effort 
should be made to reduce costs and 
lower prices. It is still true that there 
is no better way to increase sales 
than to reduce prices. 

Some may wonder why I have thus 
far omitted mentioning possible ac- 
tions the government might take to 
revive business. Other than by reduc- 
ing taxes, I do not think the present 
situation calls for any direct govern- 
ment intervention nor do I think it 
calls for increased government ex- 
penditures—quite the contrary. 

The reduction in taxes which have 
already been made plus those which 
are contemplated in the President’s 
program will reduce Federal taxes by 
an amount estimated at $7.5 billion. 
When it is further borne in mind 
that the government by the end of 
this fiscal year will probably spend 
in excess of $3 billion more than it 
takes in in taxes and that it is al- 
together likely to run a deficit of 
twice this amount next year, it would 
appear that it is doing all that should 
be expected of it in the way of stimu- 
lating business. 

I mentioned that the chief charac- 
teristic of the last decade and a half 
was inflation. An inflationary move- 
ment of such duration cannot be 
brought to a halt without some dis- 
organization to business. But it must 
be stopped if the purchasing power 
of our money is to be preserved. We 
already have a fifty cent dollar. Few 
people want a cheaper one. 

It is also inevitable as government 
expenditures decline and change their 
complexion that certain localities will 
have some unemployment. But the 
recuperative powers of the country 
are so great and its basic economic 
situation so sound that there is little 
reason for thinking that over a rea- 
sonable period of time the necessary 
adjustments for an upward revival 
in business will not be made. 

Already the two principal indus- 
tries, construction and the manufac- 
ture of automobiles, upon which the 
prosperity of this country mainly 
depends, are showing marked im- 
provement. The F. W. Dodge Com- 
pany reports that new construction 
contract awards in March were the 
highest on record for that month. 
Total expenditures for new building 


in March reached $2.5 billion. This 
was likewise more than for any 
March in our history. It is interest- 
ing to note that private spending 
was responsible for most of this as 
it was up 2 per cent over March 
1953, while public spending was 
slightly down. 


The March output of passenger 
automobiles was 524,000, the largest 
for any month since last October. 


No one can ever be certain what 
the future holds. Today there are 
favorable as well as unfavorable fac- 
tors in the business situation. If the 
stock market can be relied upon as 
a business forecaster, it definitely is 
saying that the favorable factors out- 
weigh the unfavorable ones. On the 
other hand, a good many foreign 
commentators who are apparently 
always expecting the worst to happen 
in this country—if they do not se- 
cretly hope for it—have been pre- 
dicting that by fall we would be in 
a sad mess. Likewise, politicians anx- 
ious to get back in power are making 
statements that would lead one to 
think that the present situation is 
much worse than the facts support. 


I am convinced that if reasonable 
restraint is shown on the part of 
labor in the matter of wage demands 
and if management does everything 
possible to produce and distribute 
goods as cheaply as possible so that 
the consumer will get somewhat more 
for his dollar, it will not be long be- 
fore the volume of business will again 
be on the upturn. 


YOUNG 
MORTGAGE 
EXECUTIVE 


be available approximately 

Li ae Ist. Experienced in 
producing, servicing, and 
large developments. Familiar 


with both banking and insur- 
ance company procedures. 
Currently Vice President and 
General Manager of a branch 
operation. Write Box 297, The 
MORTGAGE BANKER, 111 
West Washington St., Chi- 
cago 2, Ill. 








LENDERS DEMAND MORE 
QUALITY IN HOUSES 


ITH the postwar and Korean 

housing emergencies past, mort- 
gage lenders are steadily raising the 
standards of quality they demand in 
new housing, according to a survey 
among 350 of the nation’s biggest 
mortgage sources by House & Home. 
The survey discloses a growing insist- 
ence by lenders for bigger houses, big- 
ger lots, more bedroom, more than 
one bath, and a growing resistance to 
houses that lack basements. 


Replies were from 63 of the coun- 
try’s 100 largest savings banks, 100 
largest savings and loan associations, 
leading insurance companies and larg- 
est commercial banks making residen- 
tial mortgage loans. 

Detailed information supplied by 
the lenders usually applied only to 
loan standards covering conventionally 
financed new homes, although in 
many cases lenders also specified that 
they demanded higher standards than 
FHA and VA minimums on the gov- 
ernment-guaranteed loans they made. 
Nineteen reported they would make 
no FHA-insured loans at this time, 
and 18 no VA-guaranteed mortgages. 
But often this refiected no prejudice 
against FHA or VA business, but 
merely local economic factors. Ex- 
plained a California savings and loan 
association: “We are unable to use 
FHA or VA now because 3.5 per cent 
is the current interest rate for deposi- 
tors, and our overhead without any 
margin for profit is 1.8 per cent, or a 
total of 5.3 per cent we must earn on 
any loan to break even.” 

On a percentage basis, 24 per cent 
of those who replied raised their mini- 
mum floor area requirements last year, 
24 per cent increased bedroom stand- 
ards, 21 per cent boosted minimum 
lot specifications. So far this year 8 
per cent reported boosting bedroom 
standards, 8 per cent increased bath, 
and 11 per cent raised lot area re- 
quirements. In some cases the 1954 
boosts were made by institutions that 
had also raised minimum standards 
in 1953. Detailed reports. from the 


survey: 


>> LOTS—Of 15 institutions that re- 


vised minimums last year or this, only 


five required more than a 50’ frontage 
or 5,000 sq. ft. between 1946 and 
1952. This year only two of these 15 
would still accept less than a 60’ 
frontage or 6,000 sq. ft. One Boston 
savings and loan raised its minimum 
from 7,000 to 8,000 sq. ft. last year, 
pushed it to 10,000 this year. Another 
in Atlanta went from 7,500 to 10,500 
last year, and to 13,000 this year, 
while a Tennessee insurance company 
raised its minimum from 7,500 to 
12,500 last year. Most other boosts 
were smaller, usually from 40’ to 50’ 
frontages or 5,000 sq. ft., to 60’ front- 
ages or 6,000 sq. ft. Typical reasons, 
summarized by a Topeka lender: 
“Current demand for more land, out- 
door living, garages. All homes front- 
ing wide way to the street.” 


>> FLOOR AREA—Eighteen re- 
spondents lifted their minimum last 
year or this. Only eight insisted on 
800 sq. ft. or more between 1946 and 
1953. This year, however, only five 
would still accept 800 sq. ft. or less. 
Today nine (50 per cent) demand 
1,000 sq. ft. or more. Reasons varied. 
Said a Philadelphia insurance com- 
pany that raised its floor requirements 
from 860 to 1,000 sq. ft.: “We feel 
the small house was overbuilt in 1946- 
52, and the public is demanding more 
space today.” Explained a Hartford 
life insurance firm that went from 
750 to 950 sq. ft.: “Withdrew from 
FHA-GI market.” One of New York’s 
largest nationwide mortgage lending 
savings banks, which went from 720 to 
800 sq. ft. last year, and to 900 sq. ft. 
this year, ascribed the shift to “chang- 
ing public demand.” A big San Fran- 
cisco commercial bank allowed 800 sq. 
ft. through 1952; since then it has de- 
manded 1,000 sq. ft. Reason: “greater 
availability of materials.” 


>> MINIMUM PRICE—Eleven 
lenders boosted minimum values or 
prices last year or this. Only one, an 
Ohio insurance company, reduced its 
minimum this year—from $14,000 to 
$13,000. (This ultraconservative in- 
stitution also cut its 45 per cent down 
equity requirement to 40 per cent ex- 
plaining: “Prices, we feel, are reced- 
ing. Homes will be bought nearer 





right, or nearer true, value and we 
can loan a larger amount.”) From 
1946 to 1952 eight of the value boost- 
ers would make loans on houses worth 
$8,000 or less. But this year one de- 
manded that a house be worth at 
least $7,950; another’s minimum was 
$9,000. The rest would only consider 
houses worth at least $10,000 (two of 
them $14,000, one $15,000). 

Explained a Boston savings bank 
that went from an $8,000 to $10,000 
minimum: “Too many collection prob- 
lems have been encountered in the 
lower price range.” One Long Island 
savings and loan went from a $7,000 
to a $9,000 minimum last year; and 
this year jumped to $14,000. Reason: 
“To effect a better balance in our 
portfolio. Operations under $12,000 
produced a disproportionately high 
percentage of GI loans, in several 
cases 95 per cent of the units in a 
development.” 


>> BEDROOMS— Nineteen respond- 
ents cancelled two-bedroom minimum 
standards last year or this, 16 demand- 
ing three bedrooms and three insisting 
on at least two bedrooms and expan- 
sion space. A 20th, an upstate New 
York savings and loan retained a two- 
bedroom minimum, but this year re- 
quired each room to be at least 136 
instead of 115.5 sq. ft. The usual rea- 
son, in effect, was “trend toward 
larger families,’ although several 
lenders saw this in market situation 
terms. Said a Cleveland lender: “Mar- 
ket value of two-bedroom house has 
depreciated.” A Virginia insurance 
company: “Sale of two-bedroom 
houses slowed down somewhat.” A 
Philadelphia savings bank: “Marked 
difficulty in reselling.” 

>> BATHS—Six respondents re- 
quired only one bath from 1946 to 
1952, but last year demanded 1%. 
This year, two more raised their 
standards to 12, and another two in- 
stituted two-bath standards. Almost 
the only reason offered for bathroom 
increases was that given by one of the 
biggest New York savings banks (one 
of the institutions adopting a two-bath 
standard): ‘‘Changing public de- 
mand.” 

>> BASEMENTS— In six cases, lend- 
ers revised standards last year to re- 
quire cellars. In two or three cases, 
however, cellars became mandatory 
only in “minimum houses,” and in 

(Continued on page 37) 
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IS FILING SPACE A PROBLEM 
IN YOUR ORGANIZATION? 


Where to put records where you can get at them quickly and easily 


is a pretty common problem. Here is how one institution solved it. 


By THEODORE S. FALLER 


President, Staten Island Savings Bank, New York 


AULT space being the expensive 
Lymn a it is, our mortgage 
department found itself in something 
of a dilemma a little over a year ago. 
The 5500 mortgages in our files were 
kept in narrow upright drawers, bat- 
teries of which extended from floor 
to ceiling along one wall of our 
downstairs vault and half way across 
another. With Staten Island real 
estate development active, and the 
possibility of the proposed Narrows 
Bridge it be built—turning 
our quiet isle into just another sec- 
Manhattan, we the 
prospect of being “cornered” in our 


should 


tion of faced 
vault, with no place to go. 
Mortgages and their allied assign- 
ments, abstracts of titles, and agree- 
ments must have protection against 
fire, disaster, and unauthorized scru- 
tiny. Short of building another vault, 
an expense demanding strong justi- 
fication—we needed a new filing sys- 
tem that would save room. 
Furthermore, the upright drawers 
in the top-most shelves were ineffi- 
cient; they had to be pulled entirely 
out of the cabinets and brought down 
to a table for searching, since the 
index tabs but a inches 
from the ceiling. This worked a con- 
siderable hardship on the girls. 


were few 


The straight sequential numbering 
system we employed to file mortgages 
resulted in our having to shift the 
bulk of the folders periodically, as 
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expirations emptied low-number 
drawers, and high-number drawers 
became overcrowded. Therefore, we 
also wanted a filing system that 
would be more efficient. 

A survey of available alternative 
methods led us to adopt the Reming- 
ton Rand Terminal Digit numbering 
system, using that company’s 
5-drawer legal cabinets and acces- 
sories, and filing related papers in one 
sturdy manila folder. 





Auditor Dahlquist displays the printed 


mortgage folder by means of which control 
is kept over the enclosed documents. The 
bold (black) pairs of digits are the primary 
identifications; the lighter ones (red, in 
fact) are the secondary. 


From the point of view of space, 
we have gained 35 per cent extra 
capacity within 60 per cent of the 
vault space formerly devoted to mort- 
gage files. The battery of nine 
5-drawer legal files just covers one 
wall of the vault, and leaves the 
space between cabinet tops and ceil- 
ing available for other uses. 


This permits interfiling of GI, 
FHA, and conventional mortgages, 
greatly reduces misfiling and affords 
us 35 per cent expansion without 
the need of periodic transfer of files. 
The last two digits of the serial 
number serve as the primary filing 
identification, the next two as the 
secondary identification. Thus, the 
number, 5678 would be filed in 
drawer number 78 in folder number 
5678. In drawer number 78 the fold- 
ers involved would be reading from 
front to back, number 178, 278, 378, 
478, etc. to 9978. 


The system’s most significant ad- 
vantages are that 1) filing is very 
rapid, with little chance of transposi- 
tion errors; 2) it spreads the file load 
throughout the entire battery (you 
will find 11 to 13 inches of expansion 
room in each of our 40 drawers); 
and 3) it permits interfiling, as noted, 
since the presence or absence of al- 
phabetical prefixes or suffixes is im- 
material; they are simply filed in 
order within the individual file folder, 
first by number then by letter. 





* 


The proof of the pudding lies in 
the record established in our mort- 
gages correspondence file. These doc- 
uments are kept upstairs in a second 
vault under the same Terminal Digit 
numbers. A recent complete check 
of the correspondence file under the 
supervision of John Dahlquist, our 
auditor, revealed one misfiled folder 
out of the 5000-odd—an almost in- 
credible degree of accuracy. 


The new system was installed by 
the business services departments of 
Remington Rand, whose trained per- 
sonnel transferred and audited the 
mortgage file in three weeks, setting 
up the numbering and folders over 
one 16-hour day. We were able to 
operate smoothly the next morning. 





The 30 per cent expansion room shown 
in this drawer is matched in every other 
one of the battery. Primary and secondary 
identifications are visible on the folder tabs. 


The audit was a by-product of the 
cut-over to the new system. The 
manila folders specified for holding 
each individual mortgage have 
printed on the front face a standard- 
ized listing of all possible contents 
—bonds, the mortgage itself, title 
policies, abstract of titles, etc. — with 
suitable subdivisions. 

As the BSD personnel transferred 
each mortgage to its new folder, the 
presence of all related documents was 
checked and duly noted. The docu- 
ments are held in sequence by means 
of Kompakt fasteners mounted in 
die-cuts to add only the equivalent 
of one thickness of manila to the 
folder, a definite space saving. The 


various mortgages, bonds, and agree- 
ments are therefore quickly found, 
invariably being in the same general 
order, and a quick check against the 
cover notations instantly betrays a 
missing paper. 

The work done by the BSD crew 
would have cost us dearly in staff 
time and effort taken away from 
normal routine. A thorough audit, 
for instance, would have had to be 
spread out over a period of many 
months. Moreover, the cutover would 
have been gradual rather than rapid, 
with inevitable confusion and error. 

A saving obtained as an additional 
by-product of the system is the ma- 
terial speeding up of state and fed- 
eral bank examiners’ tasks. Since we 
pay the salaries of the former while 
they are working here, the fact that 
we can now get them out faster 
means a direct cash saving. In the 
morning, three clerks pull all the 
files the auditors will work on during 
the day within a matter of minutes; 
in the afternoon they refile them just 
as quickly, and we know they have 
been refiled correctly. The benefit, 
therefore, is twofold: in auditors’ sal- 





DETROIT 


AND 






TITLE INSURANCE on 
both Owner's and 
Mortgagee’s Policies 
anywhere in Michigan. 


ABSTRACTS prepared 
and extended on lands 
in Wayne, Oakland and 
Macomb Counties. 


TAX reports prepared 
on condition of taxes 
to real property located 
in metropolitan Detroit. 


ESCROW Agent in all 
matters involving real 
estate transactions. 


The Oldest Title insurance 
Company in Michigan 











Abstract and Title 


GUARANTY COMPANY 
735 GRISWOLD + DETROIT 26, MICH. 





aries saved, and in materially re- 
duced filing and finding time. 

We are able to save considerable 
space and much effort in the upstairs 
mortgage correspondence file, thanks 
again to this system. All letters per- 
taining to a mortgage, photos, lot 
descriptions, appraisal figures, and 
annual income records are mounted 
with Kompakt fasteners in Classifiles 
—stiff folders equipped with a third 
“middle” page bearing two Kom- 
pakts, back to back. The four fasten- 
ers enable us to systematize location 
of the material within each folder. 
The same expansion gain and avoid- 
ance of periodic reshuffling of drawer 
contents obtain. 





PERSONNEL 


In answering advertisements in this column, 
address letters to box num! in care of 
the Mortgage Bankers Association of America, 
111 West Washington Street, Chicago 2, Illinois. 








Indiana mortgage firm in large city has 
attractive position for executive capable 
of income property negotiations and ap- 
praisals. Prefer M.A.I. age 30 to 50. Base 
salary, plus generous bonus. Write Box 292. 


Young experienced mortgage servicing 
man desires relocate. Thoroughly familiar 
FHA, VA, FNMA regulations and pro- 
cedures. Working knowledge mortgage 
accounting including single debit reports 
to investors. Desires permanent connection 
with future and opportunity for experience 
all phases mortgage banking. Write Box 
293, 


Large Philadelphia mortgage company 
desires man of vice president caliber to 
handle placement of VA, FHA and con- 
ventional loans with permanent lenders. 
Knowledge of commercial and apartment 
conventional lending desirable as well as 
past association with principal lending in- 
stitutions throughout the country. Firm 
has company paid life insurance program 
and liberal profit sharing retirement plan. 
Salary open. Write Box 294. 


WANTED 

Well known Eastern insurance company 
is interested in securing experienced mort- 
gage man under thirty-five, with experi- 
ence also in appraising commercial real 
estate. Give all information useful in de- 
termining eligibility, personal and pro- 
fessional. State salary required. Small 
recent photo will be helpful. Write Box 
295. 


Established Metropolitan New Jersey 
and Pennsylvania mortgage correspondent 
desires to employ experienced FHA and 
VA mortgage loan solicitor and processor. 
Excellent opportunity for man about 35 
years of age. Write Box 296. 
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Facts of Farm Loans 
Before the Fifties 


Regardless of what transpires in the 
last half of the 1950s, the first half has 
been a period crowded with great 
changes in the farm economy charac- 
terized chiefly by the peak of the 
greatest rural prosperity ever seen. All 
the statistics about this period are not 
but interesting data 
on the five preceding years are avail- 
And, since much of it has a di- 
rect bearing on certain developments 
of the farm economy now, deserves 
close scrutiny. A great many signifi- 
cant developments were in the mak- 
ing during that period. 

Between 1945 and 1950 the number 
of mortgaged farms, acreage in mort- 
gaged farms, and the ratio of debt to 
value of mortgaged farms declined. 

About 1,480,000 farms were mort- 
gaged in 1950. This was 14 per cent 
less than in 1945, but most of the de- 
was due to a decline in the 
number of farms. Mortgaged farms 
were 28 per cent of the total in 1950, 
compared with 29 per cent in 1945, 
and 39 per cent in 1940. The propor- 
tion of farms mortgaged declined be- 
1945 and 1950 in the North 
and in the South, but increased in the 
West. In 1950, 22 per cent of all 
farms in the South were mortgaged, 
32 per cent in the North, and 36 per 
cent in the West. 

About 29 per cent of the farms op- 
erated by full owners were mortgaged 
in 1950. This was higher than the 
21 per cent of tenant- and manager- 
operated farms under mortgage, but 
lower than the 34 per cent of the 
operator-owned parts of part-owner 
farms. 

In 1950 the proportion of all owner- 
operated farms under mortgage was 
30 per cent, and this was lower than 
in any census year since 1900. The 
1950 proportion of tenant- and man- 
ager-operated farms under mortgage 
was the recorded since 1930, 
the first year for which data are avail- 


available ; some 


able. 


crease 


tween 


lowest 
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able for this group. 

The average mortgaged farm had a 
mortgage debt of about $3,800 in 
1950, which was well above the $2,900 
average in 1945. The average owner’s 
equity, however, had also risen in this 
period because of the rise in the value 
of farmland and buildings. Whereas 
the average equity per mortgaged 
farm was $6,700 in 1945, it had risen 
to $11,100 in 1950. The ratio of debt 
to value of mortgaged farms declined 
from 30 per cent in 1945, to 25 per 
cent in 1950. In 1950 average ratios 
of debt to value by tenure were 28 per 
cent for full owners, 26 per cent for 
part owners, and 21 per cent for ten- 
ant- and manager-operated farms. 

Total farm mortgage debt increased 
13 per cent, from $4,940,915,000 in 
1945, to $5,579,278,000 in 1950. Dur- 


* * 


S. L. HAMMERMAN 
ORG.., Inc., Mortgage Bankers 


Respectfulty Soliciting 


Your Inquiries Concern 
ing Purchase Or Sale Of 


Mortgage Porttolies 


Our Presiden! 


MR. CURT C. MACK 


FOR UP TO 


Contact 


THE MINUTE 
MARKET QUOTATIONS 


* * . * 


16 Park Avenue--PL. 2-8661 
BALTIMORE-1, MARYLAND 





ing this period farm mortgage hold- 
ings of the Federal land banks, the 
Farmers Home Administration, the 
Federal Farm Mortgage Corporation, 
and the joint-stock land banks de- 
clined. Substantial increases occurred 
in the amounts of farm mortgages 
held by life insurance companies, 
banks, individuals, and others. 

The average interest rate on farm 
mortgage debt on January 1, 1950, 
was 4.5 per cent, the same as in 1945. 
Little difference was shown in rates 
by tenure. Full owners paid an av- 
erage rate of 4.5 per cent in 1950; the 
average rate for part owners and ten- 
ant- and manager-operated farms was 
4.4 per cent. The average interest 
rate was 4.7 per cent in the South, 
4.6 per cent in the West, and 4.3 per 
cent in the North. 


FOR SALE 


Three National Cash Regis- 
ter Mortgage Accounting 
Machines, Class 3000. Con- 
verting to IBM. 


1 # 3-24871 with stand 
$ 350.00 


1 # 3-53905 with stand 
850.00 


(Above machines available 60 
to 90 days) 


1 # 3-35521 with stand 
750.00 


(Available immediately) 


Good condition. Always 
under service contract. Price 


f.o.b. Oklahoma City. 


Call or write 
N. S. JARNIGAN, JR. 


T. J. BETTES COMPANY 


525 Liberty Bank Building 
Oklahoma City 2, Oklahoma 
Telephone REgent 9-0571 





The Farm Mortgage Borrower Today 
Is an Older Man than Predecessor 


HE nation’s farm operators are 

steadily growing older. There are 
now approximately 800,000 farm op- 
erators who are 65 years old and over. 
This makes agriculture by far the big- 
gest single source of gainful employ- 
ment and means of livelihood for 
those in this age group. 


Close to 35 per cent of the total 
number of farms, or more than one 
out of every three, are run by persons 
55 years and over. Approximately 15 
per cent of all farm operators, or 
more than one out of every seven, are 
65 and over. 

These proportions, which are based 
on the findings of the 1950 Census of 
Agriculture, are the highest on record 
in figures going back to 1910. Con- 
versely, there has been a long-term 
decline in the number and proportion 
of farm operators of the younger age 
groups.* This decline has been espe- 
cially pronounced in the case of those 
under 35, reflecting primarily the new 
opportunities in growth of off-the- 
farm employment. 

The figures indicate that relatively 
more young operators are found on 
the larger and more efficient farms, 
where income and opportunity are 
greatest. The largest proportion of 
operators 65 and over are on low pro- 
duction, part-time and _ residential 
farms. Many of these are retirement 
units or supplementary sources of in- 
come. 


In the four decades between 1910 
and 1950, the number of farms in the 
United States declined by just under 
a million. Here is what happened to 
the age composition of operators of 
these farms in the period, broken 
down by principal age groups: 


>> The number of operators under 


*But America’s young farmers today appear to 
be much more widely insured than their fathers 
and own larger policies, the Institute of Life In- 
surance says. 

This is indicated by a recent survey made by 
the Department of Agriculture, covering farm 
operators in two large sections of Wisconsin. In 
one area of six counties, 55 per cent of the 
farmers younger than 35 owned some life insur- 
ance, while only 27 per cent of those aged 55 to 
64 reported owning policies. In another area of 
seven counties, 82 per cent of the farmers under 
age 35 and only 62 per cent of those between the 
ages of 55 and 64 owned life insurance. 

In both areas, the percentage of the younger 
farmers owning more than $5,000 of life insurance 
was considerably greater than in the case of the 
older farmers. 


35 years of age showed a decline of 
over 800,000, or 45 per cent. In 1950 
this age group represented less than 
19 per cent of all farm operators as 
against 29 per cent in 1910. 


>> Those between 35 and 54 de- 
creased by more than 500,000 or 17 
per cent. This group represented 461/2 
per cent of all farm operators in 1950 
as compared with about 47% per 
cent in 1910. 


>> The number of farm operators 
between 55 and 64 increased by more 
than 100,000, or 12 per cent. This 
group made up just under 20 per 
cent of all farm operators as against 
approximately 15 per cent in 1910. 


>> Farm operators aged 65 and over 
increased in number by nearly 250,- 
000, or 44 per cent. In 1910 these 
elderly farmers made up less than 
9 per cent of all farm operators. The 
1950 proportion was just under 15 
per cent. 

This change in the age composition 
of farmers hasn’t affected agriculture’s 
ability to produce. Nor has it been 
a barrier to the introduction of mech- 
anization or new techniques to im- 
prove farming methods. 


The following table gives the trend 
of the changing age composition of 
farm operators in the 1910-50 period, 
by percentages of the total: 


Year Under 35 35-54 55-64 65 & Over 
1910 28.9% 474% 149% 8.7% 
1920 27.0 48.2 15.6 9.2 
1930 23.4 47.9 75 6 BA 
1940 20.3 45.9 196 14.2 
1950 18.9 46.5 198 14.8 


Source: U.S. Census of Agriculture. 








Crucial Farm Year 

This is likely to be a crucial year 
in American farming with some im- 
portant long term decisions to be 
made. The First National Bank of 
Boston sums it up like this: 

“Harsh realities must be faced. A 
20-year price-support system cannot 
be scrapped overnight without most 
unfavorable repercussions to agricul- 
ture and our entire economy. Some 
safeguards must be provided during 
the transition to a more workable sys- 
tem. 
“The present price-support program 
expires in 1954. Secretary of Agricul- 
ture Benson has recommended a more 
elastic ‘sliding scale’ arrangement of 
price supports that would bring low- 
ered price floors in a manner that 
would enable the farmer to adjust 
more flexibly to a free market. 

“Extensive adjustments must be 
made as it would be folly for the Gov- 
ernment to continue to bolster the 
farm economy. A program must be 
evolved that is adaptable to the times. 
Search must be continued for new and 
expanded markets.” 

What is done on the farm scene 
about price supports will be the big- 
gest factor in determining the course 
of farm lending. 


AGE TREND OF FARM OPERATORS 
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VITAL STATISTICS fc 


ITH strong seasonal influences at last coming to bear, economic activity in April gen- 

erally took on a firmer tone. Employment increased by 500,000. Unemployment declined 
by 260,000, reversing a trend of five months. Gains, however, were in non-manufacturing occu- 
pations. Reductions both in the number of workers and in hours worked by employed workers 
continue to occur in manufacturing. However, the Federal Reserve Index of Industrial Produc- 
tion [1] remained at the March level, thus bringing to at least a temporary end an eight-month 
continuous decline. 

While wholesale prices [1] appeared to be stronger, the rise was centered mainly in a few 
basic raw materials. Bargains were reported in some steel products, while, as distribution came 
closer to the retail end, price cutting, usually by means not reflected in the official statistics, be- 
came more common. Department store sales [1] picked up a bit, but remained somewhat 
below a year ago. 

Under the stimulus of declining money rates [2] and other strong market factors, new 
construction [3] continued its lead over 1953. The only large classes of building showing a de- 
cline from a year ago were industrial and military construction, but gains elsewhere have been 
more than sufficient to maintain an up-trend. 


House building began to promise a somewhat larger output than in 1953 [4], as private 
work in April moved ahead of the corresponding month a year ago for the first time since last 
June. The seasonally adjusted annual rate for April is around 1,160,000. 


Mortgage activity almost assuredly will beat 1953’s record figures. Mortgage recordings [5] 
are now higher for every class of lending institution except insurance companies. Nevertheless, 
life insurance companies continued to expand their acquisitions [6], exceeding last March’s ac- 
tivity, and their money flowed more broadly and at lower rates than was true only a few months 
ago. 


Most striking evidence both of good housing demand and easier money conditions was an- 
other monthly spurt in VA appraisal requests [7], which reached a high not touched since the 
pre-Regulation X month of October, 1950. FHA applications in respect to home mortgage in- 
surance began in April to exceed the number rung up in the strong early months of 1953. 
Project insurance applications for the year continue to exceed last year. 


There is as yet no statistical evidence of any adverse repercussions from the investigation of 
FHA personnel and operations. While it undoubtedly is too soon for such to show up, if it is to 
come, the probability is that nothing emanating from Washington, unfavorable or favorable, will 
materially affect trends now evident. 


(1). General Business Indexes 


1947- 49 = — = 100) 
—1954- —1953— First 4 Months 
Ape. Mar b Apr. Mar. 1954” 1953 
Industrial production*® ......... 123” 123 136 135 124 135 
Wholesale prices .............. 111.1" 110.5 109.4 110.0 110.8 109.7 
Department store sales*........ 107° 105” 110 115 107 112 
Sources: Federal Reserve Board, U. S. Department of Labor. § ‘Estimated. __ >Preliminary. 


*Seasonally adjusted. 


(2). Bond Yields 


1954— —1953— First + Months 
Apr. Mar. Apr. Mar. 1954 1953 
Long-term U. S. governments: 
344% issue of May, 1953, 
EE Tce, ws hiee et 2.70 2.73 — —- 2.80 — 
I ot oc dnae Wich 2.47 2.51 2.97 2.89 2.57 2.87 
High-grade municipals 
Standard & Poor’s)......... 2.47 2.38 2.63 2.61 2.44 2.56 
Moody’s corporates, total. ...... 3.12 3.14 3.40 3.31 3.21 3.30 
Moody’s Aaa corporates........ 2.85 2.86 3.23 3.12 2.93 3.11 


Source: Federal Reserve Board. 
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(3). 


Expenditures for New Construction Put in Place 
millions of dollars) 


-1954— 1953 
Apr.” Mar. Apr. Mar. 
PO ont eu hviondes $1,897 $1,780 $1,872 $1,729 
Residential (nonfarm) . . 956 870 964 863 
Nonresidential building . 465 469 427 430 
1 ioe 362 338 352 320 
Pee SNe WE. Voc down sx 114 103 129 116 
EE canee cary te+ chine ances: 898 775 886 798 
MM ov dee ueacniwes $2,795 $2,555 $2,758 $2,527 

Source: U. S. Departments of Commerce and Labor. »Preliminary. 
(4). Number of Nonfarm Housing Units Started 

1954— 1953- 
Apr.” Mar.” Apr. Mar. 
UE ae, a OS aes OE 109,100 95,800 107,400 96,100 
DE ois 60s dh arn oad es Goa 900 1,200 4,000 9,700 
5 ie A ere Se LOBE rt 110,000 97,000 111,400 105,800 


Source: U. S. Department of Labor. ”Preliminary; while figures are usually 


First 4 Months 


1954” 1953 
$7,032 $6,802 
3,429 3.401 
1,896 1,721 
1,307 1,222 
407 458 
3,063 3,131 
$10,095 $9,933 


First 4 Months 


1954” 1953 
341,400 345,500 

4,600 23,000 
346,000 368,500 


revised three months 


after issuance, data for 1954 will not be revised until sometime later in the year. 


(5). Recordings of Nonfarm Mortgages of $20,000 or Less 
(millions of dollars) 

—1954— —1953— First 3 Months 
Mar. Feb. Mar. Feb. 1954 1953 
Savings and loan associations.... $ 666 $ 517 $ 605 $ 503 $1,651 $1,585 
Commercial banks ............ 336 274 316 269 873 863 
Insurance companies . Aon 124 105 126 110 336 347 
Mutual savings banks.......... 103 85 92 84 272 268 
Mortgage companies and others 555 444 488 425 1,449 1,355 
I eS Soe Ure eh ds bled $1,784 $1,425 $1,627 $1,391 $4,581 $4,418 

Source: Home Loan Bank Board. 

(6). Mortgage Acquisitions by Life Insurance Companies 
(millions of dollars) 

—1954— ~1953— First 3 Months 
Mar. Feb. Mar. Feb. 1954 1953 
| ES er ere $372 $277 $353 $289 $ 931 $ 951 
SSE a ree a ee 68 44 88 69 163 237 
PE ik a ota goddam dias 77 +6 29 25 180 79 
NPS go ey ae: 227 187 236 195 588 635 
PU a ike se ee ea eehees Cae 47 42 50 38 125 126 
TI's oes Henin deca aikate $419 $319 $403 $327 $1,056 $1,077 


Source: Institute of Life Insurance. Data include nonresidential as well as residential mortgages. 


(7). Applications to FHA for Insurance on New Construction, and 


Appraisal Requests to VA on New Construction 
number of units) 


—1954— 1953— 
Apr. Mar. Apr. Mar. 
FHA applications ............. 38,860 37,349 39,959 38,367 
Units in home mortgages... .. 32,327 28,055" 30,252 31,399 
Units in project mortgages. .. . 6,533 9,294" 9,707 6,968 
VA appraisal requests.......... 42,928 36,501 22,037 20,717 


First 4 Months 


1954 1953 
126,245 130,406 

95,397 104,057 

30,848 26,349 
133,960 77,458 


Sources: Federal Housing Administration, Veterans Administration. ‘Revised. 
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gota out an even fifteen 


years of nation-wide regional 
Mortgage Clinics, MBA made 1954 
a record in this Association activity 
with more than 2,500 registrations 
tabulated for these meetings. That 
breaks down to 850 in Chicago, about 
1,000 in New York, 250 in New Or- 
leans, 140 in Denver and 300 in 
Phoenix. If any member had made 
them all he would have seen about 
the same number of people he will 
encounter September 27 to 30 in 
Chicago at MBA’s 41st annual con- 
vention. 

Something new is always being 
added to MBA activities and this 
year the regional Clinics were charac- 
terized by something different—and 
something decidedly welcome. It was 
the vastly changed conditions in the 
mortgage market. Mortgage money 
was, as President W. A. Clarke suc- 
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cinctly put it at the Clinics, “actively 
easy.” The prices of government 
bonds, he added, seem fantastic based 
upon what were experiencing 
only a year ago. 


we 


“When the government wants easy 
money or tight money it can get 
either,” he said. “But there is ade- 
quate money for mortgages today.” 

Something else was added to the 
last three MBA 1954 Clinics, some- 
thing entirely unexpected. It began 
late in the afternoon of April 12 
following the first day of the New 
York Conference. Various member 
firms which utilize these regional 
meetings for entertaining had their 
receptions and parties underway when 
a rumor began circulating that FHA 
Commissioner Guy T. O. Hollyday 
had resigned, that the President had 
seized the 608 and Title I files and 
that a shake-up in the insured mort- 


1954 


CLINIC TRAIL 


Notes About the Meetings in 
New York, Denver and Phoenix 


gage program was underway. Utter 
disbelief was the reaction of practi- 
cally everyone hearing the news. Con- 
firmation was not long coming but the 
bewilderment remained. Some shook 
their heads in dismay, recalling that 
it had only been in recent weeks that 
many had pointed out that FHA’s 
position on its 20th anniversary never 
seemed so good, that it had paid back 
the government its original capital, 
had called all outstanding debentures, 
had a huge reserve fund and that 
Commissioner Hollyday was aggres- 
sively pursuing changes for stream- 
lining and improving the FHA proc- 
esses. 

Next morning President Clarke 
read a statement attacking the action 
that had been taken the previous 
day. The warm esteem and affection 
with which mortgage men held Com- 
missioner Hollyday was quickly evi- 
denced by the burst of applause which 
greeted President Clarke’s condemna- 
tion of the moves. 


The events which followed need 
no repetition here because the press, 
radio and television found in the 
Washington action the kind of story 
that makes exciting material. Day 
after day for weeks the FHA “scan- 
dal” had top priority with editors of 
every medium. The end is not yet in 
sight but few have failed to grasp the 
fact that a turning point of some kind 
or other has come in the federally- 
sponsored mortgage program and 
that, in some way, the development 
might exert a considerable influence 
in determining the new housing legis- 
lation. 

In the meantime the Conference 
went on with members hearing: 


From Claude L. Benner, president, 
Continental American Life Insurance 


Company, Wilmington, on the eco- 
nomic state of the nation. 

“Today there are favorable as well 
as unfavorable factors in the business 
situation. If the stock market can be 
relied upon as a business forecaster, 
it definitely is saying that the favor- 
able factors outweigh the unfavorable 
ones. On the other hand, a good 
many foreign commentators who are 
apparently always expecting the worst 
to happen in this country—if they 
do not secretly hope for it—have been 
predicting that by Fall we would be 
in a sad mess. Likewise, politicians 
anxious to get back in power are 
making statements that would lead 
one to think that the present situation 
is much worse than the facts support. 

“Personally, I am convinced that 
if reasonable restraint is shown on 
the part of labor in the matter of 
wage demands and if management 
does everything possible to produce 
and distribute goods as cheaply as 
possible so that the consumer will get 
somewhat more for his dollar, it will 
not be long before the volume of 
business will again be on the upturn.” 

And on interest rates—a Benner 
specialty—he said: 

“I can find no evidence either in 
the present or in the past which leads 
me to believe that anyone borrows 
money just because it is cheap. Money 
is borrowed by and large when those 
who borrow it think they can put 
it to some use which will give them 
a little something over and above 
what it costs them to borrow it. 
Whenever that situation does not 
exist, money will not be borrowed, at 
least for investment purposes, what- 
ever the interest rate may be. While 
I do not want to seem to be arguing 
for higher interest rates at this time, 
I cannot help but believe that it 
would be a serious mistake to push 
them even lower either by reducing 
the required reserves of member banks 
or putting more additional Federal 
Reserve funds in the market. 

Robert E. Goldsby, president, Jer- 
sey Mortgage Co., Elizabeth, N. J., 
and aggressive, hard-working chair- 
man of the MBA Pension Fund Com- 
mittee, reported on what it will take 
to open this vast and inviting market 
for mortgages: 

“We are going to have to sell the 
large rental housing loans first, the 
big packages, concentrating on the 


DEAL J. HARDY 





At Phoenix, with the government side of the 


tion on the agenda, 


mortgage opera 
Ralph E. Bruneau, Neal J. Hardy, Franklin D. Richards, Samuel E. Neel and Robert H. 


Pease. 
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WHLPRE TRbTERD 


At Phoenix, with Arizona and the mortgage market the topics for review by Herbert 
Leggett, President W. A. Clarke, Ralph E. Bruneau, Earl B. Schwulst and Franklin D. 


Richards. 


RALPH E SURERY 
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DORALDC BARTAAM 


At Phoenix, the problem of getting and handling business with these furnishing the 
ideas, R. C. Larson, Urban K. Wilde, Ralph E. Bruneau, Wallace Moir, Linden L. D. 


Stark and Donald C. Burnham. 


merchandise with the greatest appeal, 
create a favorable climate for the 
product we produce and get our 
prospects interested in its full pos- 
sibilities. In time I have strong hopes 
that we can induce real estate on the 
part of the pension funds in the gov- 
ernment guaranteed small home 
mortgages. 


“We probably are likely to be most 
successful in selling mortgages first 
to the public pension funds in the 
states where the necessary legal au- 
thority exists. In the states where 
present laws do not authorize such 
funds to purchase mortgages we must 
see to it that the legislatures amend 
the statutes to permit this. 


“Then the self-administered private 
pension funds would appear to be the 


next-best group of customers. They 
only have to be sold on the advan- 
tages that will accrue to them directly 
and immediately from investing in 
mortgages. 

“The bank-administered funds will 
be the toughest nuts to crack. They 
will require downright missionary 
efforts and plenty of that. Action 
here will eventually be compelled 
because the managers that contrive to 
overcome the hurdles and red tape 
and get higher yields and lower costs 
for their funds by investing in mort- 
gages will run circles around their 
competitors for the pension fund 
business of the country and step way 
out in front.” 


The plan embodied in the present 
housing legislation for setting up a 
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Where did all these Arizonans, who have made such a record of 
progress with the nation’s youngest state, hail from? Answer: all 
over, and only half of the nearly a million who live there are 
natives. Here, Edward B. Juliber of Phoenix Title and Trust Com- 
pany is showing how many came from what state to two Califor- 


Phoenix provided the opportunity to hear one of the really dis- 
tinguished figures in public life, the dynamic Governor of the state, 
Howard Pyle, a man equipped for assignments as big as they come. 
W. R. Bimson, chairman of the Valley National Bank, presents 
him at the luncheon meeting. Right, a group in informal attire 


nians, George Gummerson of Title Insurance and Trust Company, 
Los Angeles, and Joseph R. Jones of the Security-First National 
Bank, Los Angeles. Juliber is taking care to cover as much of 
California as possible with his arm. Right, view of one of the 
Phoenix sessions with more than 300 attending. 


characteristic of the occasion. Below: James B. Shea of Valley 
National Bank, Mrs. Ralph E. Bruneau and MBA Secretary George 
H. Patterson. Below right, Earl B. Schwulst, F. E. McNeely of 
Valley National and President W. A. Clarke. Phoenix was MBA’s 
busiest clinic with one event crowding the next one. 











Carl A. Bimson, president of Valley National Bank, probably the 
most discussed bank in the country at the moment because of its 


a 


Upper left, President W. A. Clarke, Mrs. Wallace Moir, Mr. Bim- 
son, Mrs. Clarke and Mr. Moir. Right, most of the group. The 


phenomenal record of growth in such a short period, was host at a bone Secretary Patterson holds aloft has just been gnawed clean 
dinner preceding the Clinic. It was an occasion to be remembered. by him. 


federally-sponsored secondary mort- 
gage market facility means that “the 
government is putting a financial time 
bomb in its closet,’ President W. A. 
Clarke told the Conference. 


He declared that under the pro- 
posed bill the President, in supporting 
the FHA and VA mortgage markets 
through the FNMA, could drop the 
3 per cent contribution provision of 
those using the facilities and then 
revert to exactly the type of institu- 
tion which the Federal National 
Mortgage Association “was in the lush 
days of 1949 and 1950 when, in ‘its 
support of the VA housing program, 
it became one of the principal engines 
of the price inflation of that period. 

“The proposed legislation offers a 
completely impracticable mechanism 
for a normal secondary market func- 
tion and provides the government 
with a powerful means for creating 
public debt to support activities, such 
as the proposed Section 221, which 
might not be acceptable to the private 
market, as well as for pouring public 
credit into the market at such times 
as the President might believe it de- 
sirable.” 


Many commented next day—after 
the FHA revelations—that what Pres- 
ident Clarke had to say (as well as 
the entire set of MBA housing recom- 
mendations) made sense now 
than ever, particularly on 221. And 
it took no special insight to foresee 
that congress might well be of the 
same mind. 


more 


On the open-end mortgage loan, 
John J]. Mackey, solicitor of The 
Dime Savings Bank of Brooklyn said: 

“An open-end advance loan of 
$1,000 can be had for a total charge 
of $27, $10 for mortgage policy, $5 
for mortgage tax and $12 for drawing 
and recording the indenture evidenc- 
ing such advance. The terms of re- 
payment are much less than those 
applicable to a short-term FHA in- 
sured modernization loan. For ex- 
ample: A readvance of $1,000 on a 
5 per cent mortgage maturing in 15 
years, may be repaid at the rate of 
$7.91 per month, or payments on the 
origina! mortgage continued in the 
original amount by extending the ma- 
turity of the mortgage sufficiently to 
absorb the readvance. The moderni- 
zation loan under the FHA regula- 


tions must be paid within three years 
so that a loan of $1,000 on a 5 per 
cent discount basis requires a monthly 
payment of $31.94. 

“President Eisenhower, in his hous- 
ing message, stated that good housing 
in good neighborhoods is necessary 
for the welfare of our citizens and 
better health among our people and 
that a higher level of housing consid- 
eration and vigorous community de- 
velopment are essential to the eco- 
nomic and social well-being of our 
country. 

“Certainly an effort in the direction 
of reducing financing costs for home 
improvement therefore should be en- 
couraged.” 

Members were interested and im- 
pressed; but some were quick to 
guess that Congress might possibly 
cast a somewhat critical eye at the 
open-end loan in view of the Title I 
disclosures. It would be unfair and 
unfortunate—but it was a possibility. 

Appraisal requests on proposed con- 
struction increased by 65 per cent 
during the first three months of 1954 
as compared with the same period in 


1953 swamping VA field offices with 


Some of Mr. Bimson’s guests: President Clarke, Ralph E. Bru- Stark, Mrs. Samuel E. Neel, Mrs. Stark, Urban K. Wilde and 
neau, Franklin D. Richards, Mrs. Clarke, Mr. Bimson, Mrs. Bruneau, Robert H. Pease. Phoenix, and the lure of the Valley of the Sun, 


aad 


Mrs. Arthur Rosenlund and Mr. Rosenlund. Right, Linden L. D. attracted many wives to the Clinic. 
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work, T. B. King, assistant deputy 
administrator for loan guaranty, said. 

He noted that the number of units 
for which VA had received appraisal 
requests for proposed construction had 
increased from a level of 20,124 in 
January 1954, to 34,407 in February, 
and 36,501 in March. “That,” King 
stated, “is 65 per cent over the total 
for the first quarter of 1953.” 


Denver Was First Stop 


King addec that requests for ap- 
praisals on existing homes during the 
first quarter of 1954 had topped the 
corresponding period of 1953 by 15 
per cent. Requests for existing ap- 
praisals on existing units shot up from 
14,005 in January to 24,177 in March. 

“This reflects the easing of the 
supply of GI money in many sections 
of the country,” King added. 


in the MBA 


Clinic Tour of the Western States 


HAT same week the MBA cara- 

van moved on to Denver for the 
first regional Clinic there in some 
years and this time the local group 
headed by W. Braxton Ross had 
planned what turned out to be one 
of the most interesting and profitable 
meetings in the MBA schedule. The 
developments affecting FHA held the 
spotlight but it was a compliment to 
the 140 who were there that they 
could leave the troubles besetting the 
mortgage insurance agency and turn 
to other things such as Underwriting 
Loans on Income Property by Robert 
H. Pease, New Systems of Account- 
ing-When and How to Change Over 
by W. James Metz and The Art of 
Finding, Handling and Keeping 
Mortgage Personnel by Wallace Moir. 


Heard from the Brown Palace 


rostrum: 


From Walter Koch, president, 
Mountain States Telephone and Tele- 
graph Co., Denver: 

“The process of adjustment from 
a ‘hot war’ to our present situation 
has been gradual and orderly and by 
any standards (except perhaps by 
comparison with early 1953, a super- 
boom, hot-war period) business on 
the national scale is still very good. 

“In spite of these facts, some busi- 
nesses are actually showing increases 
over the same months in 1953. Others 
are saying ‘We’re down quite a bit 
from 1953 but we’re still enjoying 
boom times in our book.’ 

“Traditionally, changes in the cycli- 
cal level for this mountain states 
region have tended to lag by a few 
months behind those indicated in the 
national indexes. The reasons for 
this—mainly the greater diversifica- 


Members See an Up and Coming 
State While at Phoenix Clinic 


NE distinction that can be 

claimed for MBA’s final 1954 
Clinic—and there are others that can 
be claimed for it—is that no other 
Association meeting ever convened in 
quite such colorful and picturesque 
surroundings. Scene was the ballroom 
at Paradise Inn near Phoenix. As 
each speaker had his say, members 
could gaze out one set of picture win- 
dows and see Camelback Mountain. 
Out of another set they could see the 
dazzling Arizona desert, dotted here 
and there with other winter resorts 
and everywhere in between the cacti, 
the desert flowers, the changing pan- 
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orama of color. It was warm, real 
summer for those from outside the 
state, but completely pleasant. It was 
comfortable with a coat or without 
one. And always there was the intense 
brightness of the sun. 

“Arizona is the dam-edest state,” 
said Arizona’s spokesman at the open- 
ing session. He was Herbert Leggett, 
economist and vice president of the 
state’s famed Valley National Bank. 

One could readily agree with that— 
but not exactly in the way he in- 
tended. At that moment he was talk- 
ing about reclamation dams of which 
Arizona has more than any other 


tion of economic activity in this area, 
and thus a lesser tendency toward 
domination by the heavy industries, 
such as iron and steel. As a matter 
of fact, general business in this region 
lagged so far behind in the 1949 
downturn that it was caught in the 
recovery updraft, and we just didn’t 
have the recession. 

Philip N. Brownstein, acting direc- 
tor, Loan Management and Liquida- 
tion Service, Department of Veterans 
Benefits of the VA, said: 

“The evident easing of GI mort- 
gage money not only is being demon- 
strated in the number of new loans 
being originated, but also in an easing 
of the credit terms which veterans 
are able to obtain. 

“There has been a steady rise in 
home loans with a maturity of 25 
years and above, and in the past 
3 months these increased maturities 
have been reflected in 50 per cent 
of our home loan volume. There has 
been a considerable drop-off in the 
average down-payment which the vet- 
eran is being required to make.” 


state. But it was indeed the damned- 
est state to just about everyone seeing 
it for the first time or anyone seeing it 
again after an absence of several years. 
Because here was the youngest state 
of the union (1912), fifth in land 
area, of which the public impression 
might be that it was mostly desert, 
that very little grows there and fewer 
people lived there. 

Not so, MBA people learned. 

Arizona is the nation’s fastest grow- 
ing state, leads in farm income growth 
and was first in rate of income 
growth last year. In 1953 it topped 
the nation in bank deposit growth, had 
the best gain in life insurance in force 
and was first in bank capital growth. 

More than 43 per cent of our cop- 
per comes from Arizona, soon it will 
be 50 per cent. Copper has been one 
of the state’s three C’s—climate, cop- 
per and cattle—but now industry is 
coming in, all kinds of light industry 
and particularly anything that de- 
mands a climate of low humidity. 
Cattle is still a big item in Arizona’s 
assets and as for climate, that seems 
to be be the lure that every year is 
attracting more and more people to 
the area. 

Members from outside Arizona had 


their eyes opened, properly helped 
along by the Phoenix and Arizona 
mortgage men. No local group of 
MBA members ever went all out so 
far and so well to put on a meeting as 
did the state wide group organized by 
Ralph E. Bruneau, vice president of 
The Valley National Bank and MBA 
board member. This group decided 
to throw away the general formula 
which previous MBA regional meet- 
ings have followed and use an entirely 
new one. Even such things as a pro- 
gram had to be bigger and better. In 
Phoenix it wasn’t the usual pocket- 
size program but a large, magazine- 
size souvenir program mostly done in 
exciting four and five colors to catch 
on paper the bright Arizona scene. 
They determined to demonstrate that 
this thing called Western hospitality 
is something more tangible than a 
Chamber of Commerce phrase and 
proceeded to put a lot of it into their 
MBA Clinic arrangements. One night 
the Arizona banks had a reception at 
Jokake Inn followed by a dinner by 
the Clinic group at Paradise Inn; next 
night the Arizona title companies were 
the hosts at the reception at Jokake 
followed by a steak fry at Paradise by 
the Clinic group. At luncheon the 
opening day the group had none other 
than the distinguished Gov. Howard 
Pyle of Arizona as the speaker. There 
were tours through this Valley of the 
Sun, a look at the remarkable Phoenix 
business district (with an appearance 
of having been built yesterday), in- 
spection of new residential areas 
(where some exciting single family 
construction has been done at remark- 
ably low cost) and a view of the 
canals through which the land gets the 
water that makes it bloom. Any every- 
where one saw the hotels, motels and 
resorts built for the ten million tourists 
who visit Arizona every year. 


LENDERS DEMAND QUALITY 
(Continued from page 25) 


houses “under 1,000 sq. ft. because of 
the need for extra storage and work 
space in small houses.” A Washington 
insurance firm and a Long Island 
lender demanded cellars because of 
mounting “sales resistance” to base- 
mentless houses. 


>> CLOSETS AND GARAGES— 
Only one lender reported any change 
in closet requirements. Most firms 


listed their closet demands as “ade- 
quate” or “ample.” The exception: a 
Tennessee insurance company that ac- 
cepted three closets from 1946 to 1952 
because of “scarcity of materials” now 
demands five. 

Few lenders indicated formal rules 
on garages or carports, although some 
insisted there be space for a garage, 
or a paved parking area where one 
would be built later. One Connecticut 
lender that had no previous mini- 
mums demanded garages this year for 
houses costing $15,000 or more, “or in 
distant suburban areas.” This was in 
direct contrast with the standards re- 
ported by a New York insurance com- 
pany: “Required in the city, not in 
country or suburbs.” A Georgia lender 
dropped its standard from garages to 
carports this year because of “shift 
in purchasers’ desires.” 

Replied a Los Angeles savings and 
loan: “If there’s a choice between a 
third bedroom and a garage, the buyer 
will take the bedroom.” 


»> CONTEMPORARY DESIGN— 
While sixteen respondents kept to 
themselves their loan policies on new 
houses of contemporary design, 37 in- 
dicated a favorable (but usually quali- 
fied) attitude. Ten indicated disfavor 
of one degree or another. Said a sav- 
ings association in Southern Cali- 
fornia: “When in their proper setting, 
full appraisal value. When built out- 
side the pattern of the area they are 
discounted. . . .” 

A Connecticut insurance company 
revealed it would make loans on con- 


temporary design “only to owner oc- 
cupants of above average financial 
strength.” A Denver lender reported 
a “conservative” lending policy be- 
cause this market “is confined to 
upper income few; usually artists, in- 
tellects, younger architects and pro- 
fessional people desiring a modern liv- 
ing atmosphere.” 

Most lenders insisted they will lend 
on houses that are not “extreme.” 
They attributed their caution (higher 
terms) to concern about “future mar- 
ketability” of anything deviating from 
the norm or not sure to be “acceptable 
to a preponderant percentage of the 
buying public.” But there were en- 
thusiasts, too. An Ohio savings and 
loan: “We’re taking all we can get.” 
Another in Illinois: “We accept them, 
in fact encourage them.” A northern 
California lender: “No discrimination. 
These homes are equally in demand in 
our area.” 


New Members in MBA 


HAWAII, Honolulu: Cooke Trust Com- 
pany, Limited, D. H. Lowrey, treasurer 

MISSOURI, Kansas City: W. L. Brady 
Investments, Inc., W. L. Brady, president 

OKLAHOMA, Tulsa: Oklahoma Mortgage 
Company, Inc., John D. Dorchester, vice 
president 

PUERTO RICO, Santurce: The Chase 
National Bank of the City of New York, 
Fred M. Ahles, manager 

VIRGINIA, Arlington: Old Dominion 
Bank, Edwin T. Holland, president 

WISCONSIN, Milwaukee: Ogden & Com- 
pany, Inc., C. A. Helwig, manager, 
mortgage loan department 











USE MBA SYMBOLS ON PRINTED MATERIAL 


Hundreds of MBA member firms use the Association’s symbol on 
their letterheads, advertising literature, various forms and other 
printed material. It identifies them as members of the only national 
organization of mortgage lenders and investors. These symbols 
come in four sizes of electrotypes mounted 
on wood ready to use. Cost: $2 each for 
No. 3 and 4; $3 each for No. 1 and 2. Order 


by numbers. 
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Albert Balch, Seattle builder and 
mortgage banker, was given the Paul 
Bunyan award presented each year 
by the Seattle Chamber of Commerce 
to individuals and firms have 
done an outstanding job of publi- 
cizing Seattle nationally during the 


who 





Mr. Balch gets the Bunyan award from 


Frank E. Marsh, vice president, San Fran- 


cisco Bay Area Council. 


previous year. Mr. Balch traveled 


extensively throughout the United 
States in 1953, talking to bankers 
and insurance companies, encourag- 


ing them to invest funds in the State 
of Washington. 

In addition to owning Crawford 
and Conover, oldest real estate firm 
in the state, a retail lumber opera- 
tion, and being one of the largest 
Northwest homebuilders, Mr. Balch 
is also co-owner of the First Mortgage 
Company, one of the largest mortgage 
firms in Seattle. 

D. Barclay Company, Ta- 
coma, announced a change in officers: 
W. K. Fanning, president and officer 
in charge of mortgage loan operations 
and Herbert L. Chambers, vice presi- 


dent and treasurer. 


George 


Gen. John J. O’Brien, president, 
United States Steel Homes, Inc., was 
president of Prefabricated 
Home Manufacturers’ Institute. 

Other new officers are P. S. Knox, 
Jr., vice president, and George R. 
Price, secretary-treasurer. Knox is 
president of Knox Corp., Thomson, 


Ga., and Price is executive vice presi- 


elected 
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dent of National Homes Corp., La- 
fayette, Ind. 

Three new directors were named: 
Frank A. Baldus, Admiral Homes, 
Inc., Pittsburgh; William B. F. Hall, 
General Industries, Inc., Fort Wayne, 
Ind., and Harry Thompson, En- 
gineered Buildings, Ltd., Calgary, Al- 
berta, Canada. 

The American Trust Co. of San 
Francisco has had its name added to 
the nation’s list of century-old banks. 

The bank, whose 83 offices serve 
43 Northern California cities, was 
founded on April 27, 1854, as the 
San Francisco Accumulating Fund 
Association. Over the span of 100 
American Trust Co. has grown 
part-time employee to a 
3,000—its deposits from 
1854 to $1,197,700,000 


years, 
from one 
staff of over 
$31,000 in 
in 1954. 


Consolidation of Ward Farnsworth 
& Co. and George McHenry & Co., 
of Chicago, is announced by H. Hoyt 
Thompson and George McHenry, 
presidents, respectively, of the two 
organizations. 





George McHenry Hoyt Thompson 


The consolidation merges the oper- 
ations of the two firms under the 
name of Ward Farnsworth & Co. 
Thompson remains as president and 
McHenry has been elected vice presi- 
dent and a director. 

The 47-year-old president, who has 
headed Ward Farnsworth & Co. 
since 1946, has been in the real 
estate and mortgage business since 
1928. In 1934 he formed his own 
firm of H. Hoyt Thompson Co., 
which he operated until joining the 





Navy in 1942 as a lieutezant. When 
he came out of service in October, 
1945, as a lieutenant commander, 
Thompson merged his company with 
the activities of the late Ward Farns- 
worth and became president of the 
firm upon the death of Farnsworth. 

McHenry, 43, joined George W. 
Fawell, Inc., when it was organized 
in 1932 and was elected an officer 
in 1935. Early in 1938 it was decided 
to make the company a servicing 
unit and Fawell, McHenry & Buell, 
Inc., was formed as a new business 
producing unit in the mortgage and 
insurance field, with McHenry at its 
head. Later it was changed to Fawell 
& McHenry and in 1950 became 
George McHenry & Co. He also 
served in the Navy during World 
War II. 

Ralph Heard, has joined the Amer- 
ican Equity Insurance Group of Mi- 
ami, as a vice president. 

Prior to joining the American 
Equity Insurance Group, which in- 
cludes the American Title and Insur- 
ance Company, the Equity General 
Insurance Co., and Baloise Fire In- 
surance Company Limited, Mr. 
Heard was vice-president of the Tri- 
State Insurance Co. of Oklahoma. 
He is a former member and secretary 
of the Oklahoma state insurance 
board, and served as vice president 
and director of the Midwestern In- 
surance Co. 


The third generation to take a 
top post in the organization of Frank 
H. Taylor & Son, Inc., East Orange, 
N. J., realtors and mortgage bankers, 
is Harry A. Taylor, Jr., of Summit, 
N. J., who has just been elected a 
vice president of the concern, which 
is now headed by his father, Harry 
A. Taylor, Sr. The younger Taylor 
became associated with the firm as 
a salesman in 1945, following his dis- 
charge from the Army Air Force in 
which he served as a bomber pilot. 


Norman A. Morse, president of the 
Home State Life Insurance Com- 
pany, announced that Colonel Hardin 
W. Masters, formerly Commander of 
Tinker Air Force Base in Oklahoma 
City, has become manager of the 
company’s securities department. 
Colonel Masters is a veteran of two 
World Wars and has an outstanding 
military record. 

(Continued on next page) 


Washington, D.C., MBA 
Holds Employee Clinics 


The Metropolitan Washington 
MBA has inaugurated a series of 
panel discussions for employees of 
member firms. They are designed to 
educate all employees, especially the 
newer ones, so that they will be more 
familiar with the various duties of 
the mortgage banker. The meetings 
are under the auspices of the Educa- 
tion and Clinic Committee, of which 
Carey Winston, president, The Carey 
Winston Company, is chairman and 
Charles J. Murphy, assistant vice 
president of the Arlington Realty 
Company, is vice chairman. 

The meeting schedule is: 

“V.A. Loans”—Chairman, William 
F. Bergmann, vice president and 
treasurer, Arlington Realty Co. 

“Conventional Loans”—Chairman, 
Harold W. Hansen, manager, mort- 
gage loan department, Godden & 
Small. 

“Loan Processing” — Chairman, 
Alan B. Prosise, Jr., assistant sec- 
retary, McIntosh & McIntosh, Inc. 

“Loan Servicing” — Chairman, 
Roger W. Hatch, treasurer, Walker 
& Dunlop, Inc. ; 

“Insurance” — Chairman, Preston 
W. Grant, manager, insurance de- 
partment, Shannon and Luchs Co. 

“FHA Loans”—Chairman, James 
A. Hewitt, president James A. Hewitt 
Properties Management Corp. 


(Continued from page 38) 

Prior to his military service, Colo- 
nel Masters was identified with the 
investment banking and _ securities 
business as an executive in Chicago 
and New York City for twenty-five 
years. 

Directors of Commonwealth Title 
Company, Philadelphia, elected John 
B. Waltz, formerly executive vice 
president, as president and director. 
Mr. Waltz succeeds William M. West, 
who was elected chairman of the 
Board. 

Directors promoted Fred B. From- 
hold, formerly title officer to assistant 
vice president. 

Joseph J. Braceland has been 
named vice president in charge of the 
mortgage loan and real estate de- 
partments of The Philadelphia Sav- 
ing Fund Society. 








Francis R. Steyert, president, South 
Orange Trust Company, South 
Orange, N. J., was elected president 
of the New Jersey MBA to succeed 
Leslie M. Steele, 
executive vice 
president, Under- 
wood Mortgage & 
Title Co., Irving- 
ton, and Fredric 
S. Bayles, vice 
president, The 
Garden State Na- 
tional Bank, Tea- 
neck, was elected 


Francis Steyert 


first vice president. 
Other officers named were Philip 
Zinman, president, South Jersey 


Mortgage Company, Camden, second 
vice president; Robert E. Smith, city 
mortgage manager, The Mutual 
Benefit Life Insurance Co., Newark, 
treasurer; and Charles J. Horn, ex- 
ecutive vice president, National State 
Bank, Newark, executive secretary. 

Willam Zeckendorf, president, 
Webb and Knapp, New York City, 
addressed the annual meeting on 
“The Future of Investment Proper- 
ties in New York City.” 

The picture above shows the new 
officers except for President Steyert, 
who was ill and could not attend at 
his own inauguration. On the upper 
dais are Messrs. Zinman, Zeckendorf, 
Steele, Bayles and Horn. 


Guy T. O. Hollyday Rejoins Title Firm 


Directors of The Title Guarantee 
Company of Baltimore at a special 
meeting, unanimously elected Guy 
T. O. Hollyday as Chairman of the 





OBITUARY 


With regret we record the death 
of Hope G. McCall, head of H. G. 
McCall Company, pioneer mortgage 
and real estate firm of St. Paul and 
who was formerly a member of the 
MBA board of governors. 

Mr. McCall collapsed in the St. 
Paul Athletic Club. He had recently 
been confined in a hospital for sev- 
eral weeks as the result of a heart 
ailment. He is survived by his widow 
and a son, Willard D. McCall, who 
was associated with him in the busi- 
ness. 





Board. In making the announce- 
ment, George H. Schmidt, president, 
stated that “the Board is very happy 
to have Mr. Hollyday again associated 
with the Company to take charge of 
the development and expansion of its 
business throughout the states in 
which it operates.” 

At the present time, Mr. Hollyday 
is President of Fight Blight, Inc., 
Chairman of the Board of the Coun- 
cil of Churches of Maryland and 
Delaware, and Trustee of the Thomas 
Wilson Sanitarium. 


Don H: Wageman, formerly vice 
president of the Seattle-First National 
Bank, Seattle, has been named chair- 
man of the executive committee. . . . 
Curt C. Mack, president, the S. L. 
Hammerman Organization, Inc., an- 
nounced the election of Montfort G. 
Miller as assistant to the president. 
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Interest Earned by Life 
Firms at 10-Year High 


HE net rate of interest earned 

on invested funds of U.S. life in- 
surance companies rose in 1953 to the 
highest level in a decade, although 
still materially below the average of 
the 1930s and previous years. 

The net rate earned in 1953 was 
3.36 per cent before Federal income 
taxes and 3.15 per cent after such 
taxes. This compared with 3.28 per 
cent before taxes and 3.07 per cent 
after taxes in the previous year. 

The Federal income tax payments 
incurred by U.S. life companies in 
1953 totaled $156,000,000, an in- 
crease of $16,000,000 from the year 


before. 

















The Institute points out that the 
long-sustained decline in earning 
rates, during the 1930s and 1940s, 
would have materially increased the 
cost of life insurance had it not been 
for a reduction in death rates during 
those years. 

“The 1953 net earning rate after 
Federal income taxes, while nearly 
one-tenth above the low point of 
1947, compared with an average of 
4.10 per cent for the 1930s and 5.07 
per cent for the 1920s,” the Institute 
of Life Insurance said. “What this 
means to policy costs is demonstrated 
by the fact that the invested funds of 
1953 would have produced some 
$700,000,000 more in interest earn- 
ings than they actually did, had the 
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average return of the 1930s still ap- 
plied.” 

During 1953, the improvement in 
earning rate was due in part to the 
continued shift in portfolio distri- 
bution into higher yielding invest- 
ments and in part to the general rise 
in interest rates which occurred dur- 
ing the year. 

The higher interest rates on new 
investments of the past year are not 
fully reflected in the year’s earning 
rate on total invested funds. In 1953, 
the aggregate of new investments was 
only about one-fifth of the total assets 
of the companies, not all of these new 
investments were made at higher in- 
terest rates and, even where they 
were, many of them are producing 
the improved earnings for the first 
time this year. 


Money Being Withheld 
Gets Larger Each Year 


MERICAN ingenuity has dis- 
played itself on other fronts 
than production or distribution. In 
the field of finance, the payroll de- 
duction or withholding principle is a 
significant illustration. Its use and 
application have become so wide- 
spread over the last two decades that 
none of the 50 million people on a 
payroll and comparatively few others 
gainfully employed are untouched by 
it. 
The big stimulus to the expansion 
of payroll deduction first came from 
the Federal Government, first with 


the introduction of the Social Security 
System and its accompanying payroll 
tax in the mid-Thirties, and then with 
the adoption of withholding for indi- 
vidual income taxes a decade ago. 

However, regular deductions from 
a worker’s pay with his consent have 
a long history in private industry, and 
were used for years for such purposes 
as saving, or investment in the securi- 
ties of the company for which he 
worked. In recent years, voluntary 
agreements involving deductions from 
payroll, in contrast with Federal or 
State legislation and their compulsory 
aspects, have become widespread 
throughout business and industry. 

Group life insurance is a striking 
case in point. Right now around 25 
million workers are covered by this 
protection with an aggregate face 
value of more than $70 billion of 
such insurance in force. Group plans 
based on payroll deduction are also 
dominant in the accident and health 
field and in private pension and re- 
tirement programs. In these areas, 
too, many millions of workers and 
their dependents are involved. 


Payroll deduction has made an im- 
portant contribution to the distribu- 
tion of the public debt among non- 
bank investors through the Savings 
Bond program. At the peak of World 
War II about 27 million persons were 
buying $6 billions of bonds a year by 
regular payroll deduction. The latest 
figures show about 8 million persons 
acquiring nearly $2 billion of Savings 
Bonds a year by this method. Savings 
Bonds alone now represent nearly 
one-fifth of the public debt. 


THE FEDERAL REVENUE DOLLAR 
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Growing importance of taxes with- 
held from payroll, per doller of 
U. S. receipts over the lost decode. 
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EVERY MORTGAGE BANKER SHOULD MAKE 
AVAILABLE TO HIS STAFF 
THIS VALUABLE BOOK ON 


MORTAGE BANKING 






This unique work covers the entire subject of mortgage banking, presenting 
fundamental principles and techniques. Developed by the Mortgage Bankers 
Association of America, the book is the work of 36 authors, selected for their 
knowledge and experience. They include owners of their own businesses, 
divisional heads of life insurance companies, banks, and other institutions. 


MORTGAGE BANKING is an eminently practical, objective approach to 
mortgage banking. It includes a history and a careful study of financial and 
economic fields which serve as backgrounds for the business. The operations 
in a mortgage lending business are completely analyzed as to purpose, 
method, and result. 





Have members of your staff read it? You will find it profitable if they do because in no other 
published work can they get such a broad appreciation of all aspects of your business and theirs. 
It covers every phase of this business of mortgage lending and investing, leaves nothing unan- 
swered. Buy a copy and start it circulating among your employees or, better still, secure several 
copies and put them all to work. Mortgage lending is likely to see a more sharply competitive 
period than any experienced in recent years. In no other way can you prepare yourself for it 
than to have every member of your staff well equipped to meet the changing times and condi- 
tions. One good way to do so is have them read 


MORTGAGE BANKING 


Editor, ROBERT H. PEASE HOMER V. CHERRINGTON 


President, Detroit Mortgage and Realty Co. Professor of Finance, Northwestern University 





Mortgage Banking is 449 pages, $7.50 a copy, published by McGraw-Hill Company, Inc., New York. You can 
direct your orders to the Mortgage Bankers Association of America, 111 West Washington St., Chicago 2, Ill. 











TITLE INSURANCE 


For the Real Estate Owner 
and Mortgage Banker 


A Policy of Title Insurance, in addition to its pro- 
tection against title losses, facilitates the sale and 
transfer of Real Estate and Real Estate Mortgages. 


The Company is Licensed in the Following States: 


Alabama Missouri 
Arkansas Montana 
Colorado Nebraska 
Delaware North Carolina 
Florida South Carolina 
Georgia Tennessee 
Indiana Texas 

Kansas Utah 

Louisiana Virginia 
Maryland Wisconsin 





Mississippi Wyoming 
and in the 
District of Columbia and 
Territory of Alaska 


BRANCH OFFICES Approved attorneys throughout states 

Baltimore, Maryland—21 South Calvert Street Issuing Agents in most principal cities 
Little Rock, Arkansas—214 Louisiana Street —Escrow Services Furnished by our 
Nashville, Tennessee—S.W. Cor. 3rd & Union Streets Home Office and by all Issuing Agents. 





Financial Statement and Directory of Issuing Agents 
furnished upon request to Home Office or any Branch Office. 


KANSAS CITY TITLE INSURANCE COMPANY 


Capital, Surplus and Reserves exceed $3,000,000.00 
Title Bldg., 112 East 10th St. Kansas City 6, Mo. HArrison 5040 














